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3K''HJUHHLQ3KLORVRSK\
 
$EVWUDFW

7KLVWKHVLVDUJXHVIRUDQXQRUWKRGR[LQWHUSUHWDWLRQRI-RKQ5DZOV
VHJDOLWDULDQLVPDV
DK\EULGRI¶DFWXDOFRQWUDFWXDOLVP·DQG¶PRGDOFRQWUDFWXDOLVP·,WDOVRRIIHUVD
GHIHQFHRIWKHWKHRU\VRXQGHUVWRRG$FFRUGLQJWRDFWXDOFRQWUDFWXDOLVPDV\VWHP
RISROLWLFDOLQVWLWXWLRQVDQGQRUPVLVMXVWRQO\LIHDFKSHUVRQRYHUZKRPLWFODLPV
DXWKRULW\DFWXDOO\DFFHSWVLWLQVRPHVHQVH$FWXDOFRQWUDFWXDOLVWVVWDQGLQFRQWUDVW
ZLWKPRGDOFRQWUDFWXDOLVWVZKRWDNHMXVWLFHWRUHTXLUHWKDWQRRQHFRXOGUHDVRQDEO\
UHMHFWWKHLQVWLWXWLRQVDQGQRUPVLQTXHVWLRQ5DZOVLVVWDQGDUGO\UHDGDVDPRGDO
FRQWUDFWXDOLVWEXW,DUJXHWKDWKLVYLHZLQFOXGHVDQVLJQLILFDQWHOHPHQWRIDFWXDO
FRQWUDFWXDOLVP
7KHWKHVLVLVGLYLGHGLQWRWKUHHSDUWV7KHILUVWSDUWGHVFULEHVDFWXDO
FRQWUDFWXDOLVPDQGFRQWUDVWVLWZLWKPRGDOFRQWUDFWXDOLVP,WJRHVRQWRFRQVLGHU
WKHSRVVLELOLW\RIDK\EULGWKHRU\ZKLFKDSSHDOVWRPRGDOFRQWUDFWXDOLVWUHDVRQVWR
MXVWLI\DQDFWXDOFRQWUDFWXDOLVWWHVWIRUMXVWLFH,VXJJHVWWKDWWKLVLVDQDWWUDFWLYH
YLHZ,QWKHVHFRQGSDUW,JRRQWRDUJXHWKDWDFDUHIXOXQGHUVWDQGLQJRI5DZOV·V
WKHRU\YLHZUHYHDOVLWWREHK\EULGFRQWUDFWXDOLVW,HODERUDWH5DZOV·VVWUDWHJ\RI
¶SROLWLFDOFRQVWUXFWLYLVP·LQWKHOLJKWRIWKLVLQWHUSUHWDWLRQDQGDWWHPSWWRVKRZWKDW
LWLVYHU\PXFKLQWKH/RFNHDQDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ
7KHILQDOSDUWRIWKHWKHVLVFRQFHUQVWKHMXVWLILFDWLRQRIVSHFLILFDOO\5DZOV·V
HJDOLWDULDQLVP,FRQWHQGWKDW5DZOV·VDUJXPHQWIRUMXVWLFHDVIDLUQHVVFDQEHVHHQDV
DGHWDLOHGHIIRUWWRH[SODLQZK\KLVHJDOLWDULDQLVPLVLQWKHUHOHYDQWVHQVHDFWXDOO\
DFFHSWHGE\HDFKSHUVRQDQG,DUJXHWKDWDVVXFKLWVXFFHHGV,WKHQFRQWUDVWWKH
5DZOVLDQYLHZZLWKOHIWOLEHUWDULDQLVPDQRWKHUDWWHPSWWRPDUU\DFWXDO
FRQWUDFWXDOLVPDQGHJDOLWDULDQLVP,DUJXHWKDW5DZOV·VLVWKHPRUHWKRURXJKJRLQJ
XQLILHGYLHZDQGVKRXOGEHSUHIHUUHGRQWKDWEDVLV
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$FNQRZOHGJPHQWV

0DQ\SHRSOH³SKLORVRSKHUVIULHQGVDQGSKLORVRSKHUIULHQGVDOLNH³KDYHKHOSHG
PHRYHUWKH\HDUVWKDW,KDYHZRUNHGRQWKLVWKHVLVDQG,DPJUDWHIXOWRWKHPDOO,
ZRXOGKRZHYHUOLNHWRVLQJOHRXWWKHIROORZLQJDPRQJWKHPIRUVSHFLDOWKDQNV
0\VXSHUYLVRUV0LFKDHO2WVXNDDQG9pURQLTXH0XQR]'DUGpKDYHEHHQ
XQIDLOLQJO\SDWLHQWNLQGDQGHQFRXUDJLQJLQPDQQHUDVZHOODVSHQHWUDWLQJ
FRQVWUXFWLYHDQGWKRURXJKLQFULWLFLVPDQGJHQHURXVZLWKWKHLUWLPH,KDYHOHDUQHG
DKXJHDPRXQWIURPWKHPDQGFRXQWP\VHOIXQXVXDOO\OXFN\WRKDYHEHHQSODFHGLQ
WKHLUSKLORVRSKLFDOFDUH,DPGHHSO\JUDWHIXOWRERWK,ZRXOGDOVROLNHWRWKDQN
-RQDWKDQ:ROIIDQG0DUN.DOGHURQXQGHUZKRVHVXSHUYLVLRQ,ZRUNHGIRUDEULHI
SHULRGDQGHDFKRIZKRPFRQWULEXWHGPXFKWRP\XQGHUVWDQGLQJERWKRI5DZOV
DQGRIZKDW,ZDQWHGWRVD\DERXW5DZOV
7KH8&/SKLORVRSK\GHSDUWPHQWDVDZKROHKDVSURYLGHGPHZLWKDKLJKO\
VXSSRUWLYHDQGLQWHOOHFWXDOO\VWLPXODWLQJHQYLURQPHQWLQZKLFKWRGHYHORSP\
WKLQNLQJ,KDYHWKHLPSUHVVLRQWKDWWKHOHYHORILQWHUHVWWKDWWKHGHSDUWPHQWWDNHV
LQWKHSKLORVRSKLFDODQGJHQHUDOZHOOEHLQJRILWVVWXGHQWVLVUDUH,DPJUDWHIXODQG
SURXGWRKDYHVSHQWP\WLPHDVDSRVWJUDGXDWHWKHUH
,ZRXOGLQDGGLWLRQOLNHWRWKDQNP\ORQJVXIIHULQJ\HWXQFRPSODLQLQJSDUWQHU
(OOD+HHNV6KHKDVVXSSRUWHGPHLQWHOOHFWXDOO\HPRWLRQDOO\ILQDQFLDOO\DQGRQ
RFFDVLRQSK\VLFDOO\IRUPDQ\\HDUV,FRXOGQ·WKDYHGRQHDQ\WKLQJPXFKOHVV
SURGXFHDWKHVLVZLWKRXWKHU,DPHVSHFLDOO\JUDWHIXOWRKHUIRUKHUVHOIOHVVQHVV
RYHUWKHILQDOIHZPRQWKVRIZULWLQJ
0\SDUHQWVWRRKDYHEHHQXQVWLQWLQJLQWKHLUVXSSRUW7KH\HQFRXUDJHGP\
LQWHUHVWLQSKLORVRSK\WRVWDUWZLWKDQGKDYHEHHQLQWHUHVWHGHQWKXVLDVWLFJHQHURXV
 
VSRQVRUVRILWHYHUVLQFH0RUHRYHUWKH\KDYHEHHQDVZRQGHUIXODVHWRISDUHQWVDV
DQ\VRQFRXOGKRSHWRKDYH,FDQ·WUHDOO\WKDQNWKHPHQRXJKIRUWKDW
$GHTXDWHWKDQNVIRUDOOWKHRWKHUSHRSOHZKRKDYHKHOSHGPHZRXOGWDNHXS
PRUHURRPWKDQ,KDYHKHUH,DPDV,VD\JUDWHIXOWRWKHPDOO6LQFHQRQHRI
WKHPLVOLNHO\WRUHDGWKLVWKHVLVP\KRSHWKDWWKH\ZRQ·WEHRIIHQGHGWREHWKDQNHG
RQO\LQDGHTXDWHO\ZLOOSUREDEO\EHIXOILOOHG


7KH$UWVDQG+XPDQLWLHV5HVHDUFK&RXQFLOIRUPHUO\WKH$UWVDQG+XPDQLWLHV
5HVHDUFK%RDUGSURYLGHGJHQHURXVIXQGLQJIRUP\GRFWRUDOVWXGLHV,DPJUDWHIXO
IRULWVVXSSRUW


7KLVWKHVLVLVGHGLFDWHGWRWKHPHPRU\RIP\IDWKHUZKRGLHGZKLOH,ZDVZULWLQJLW

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
 &RQWUDFWXDOLVPDQGWKHLQGLYLGXDOLVWLFLGHDORIMXVWLILFDWLRQ 
 5DZOVDQGK\EULGFRQWUDFWXDOLVP     
 +\EULGFRQWUDFWXDOLVPDQGHJDOLWDULDQLVP    


 &RQWUDFWXDOLVPDQGWKHLQGLYLGXDOLVWLFLGHDORIMXVWLILFDWLRQ
&RQWUDFWXDOLVWVDERXWMXVWLFHDUHPRYHGE\DQLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQ
7KH\VXSSRVHWKDWDWOHDVWSDUWRIWKHVWRU\DERXWZK\VRPHFRQFHSWLRQRIMXVWLFHLV
WKHULJKWRQHWKHRQHWKDWZHRXJKWWRLPSOHPHQWLQRXUVRFLHW\LVWKDWLWVDWLVILHV
WKHLGHDO%XWWKHUHLVPRUHWKDQRQHZD\WRVSHFLI\ZKDWLWWDNHVWRVDWLVI\LW7KLV
WKHVLVFRQVLGHUVWZRIDPLOLDUEXWFRQWUDVWLQJSRVVLEOHVSHFLILFDWLRQVDQGDUJXHVWKDW
WKHUHLVDZD\WRFRPELQHWKHPLQWRDVLQJOHVSHFLILFDWLRQWKH¶K\EULG·YLHZZKLFK
PDQLIHVWVWKHDWWUDFWLRQVRIERWK,WVXJJHVWVWKDWWKLVVSHFLILFDWLRQLVWREHIRXQG
LQDQGRIIHUVXVWKHULJKWZD\WRLQWHUSUHWWKHODWHUYLHZVRI-RKQ5DZOVWKHPRVW
LPSRUWDQWSROLWLFDOSKLORVRSKHURIWKHWZHQWLHWKFHQWXU\
7KHFRQWUDFWXDOLVWLGHDOLQDOOLWVIRUPVVWDUWVXQVXUSULVLQJO\IURPWKHLGHDRID
FRQWUDFW:KHQWZRSHRSOHPDNHDFRQWUDFWLQRUGLQDU\FLUFXPVWDQFHVVRPHWKLQJ
WKDWRQHRIWKHPFDQVD\WRWKHRWKHULIVKHIHDUVWKDWWKHRWKHUPD\EHFRQVLGHULQJ
EUHDFKLQJWKHWHUPVRIWKHFRQWUDFWLV\RXVLJQHGWKHFRQWUDFW2IFRXUVHVKHPD\
DOVRDSSHDOWRSUXGHQWLDOFRQVLGHUDWLRQVVXFKDVWKHIDFWWKDWVKHFDQVXHIRUEUHDFK
RIDODZIXOFRQWUDFWRUWKHIDFWWKDWWKHWHUPVRIWKHFRQWUDFWDUHLQERWKSDUWLHV·
LQWHUHVWV%XWWKHDSSHDOWRWKHSHUVRQ·VKDYLQJVLJQHGWKHFRQWUDFWFRQWUDVWVZLWK
WKHVHFRQVLGHUDWLRQVLQWKDWLWRUGLQDULO\MXVWLILHVWKHVXSSRVLWLRQWKDWWKHWHUPVRI
 
WKHFRQWUDFWKDYHQRUPDWLYHIRUFHIRUWKHVLJQDWRULHV3UXGHQWLDOFRQVLGHUDWLRQV
PD\PDNHLWUDWLRQDOWRDFWLQDFFRUGDQFHZLWKWKRVHWHUPVEXWWKHIDFWRIWKH
LQGLYLGXDO·VKDYLQJDFWXDOO\VLJQHGWKHFRQWUDFWVHHPVLQLWVHOIDOVRWRMXVWLI\DPRUDO
REOLJDWLRQRQWKHSDUWRIWKHVLJQDWRULHV1RZWKHDSSHDOWRWKHIDFWRIDSHUVRQ·V
VLJQDWXUHRQDFRQWUDFWLVDQDSSHDOWRWKHLGHDWKDWWKDWSHUVRQDORQHLQFXUUHGDQ
REOLJDWLRQLQVLJQLQJ6RDFRQWUDFWFUHDWHVREOLJDWLRQVWRDELGHE\LWVWHUPVIRUHDFK
RIDQGRQO\LWVVLJQDWRULHVDQGLQHDFKVLJQDWRU\·VFDVHRQO\EHFDXVHVKHVLJQHGLW,Q
WKDWVHQVHWKHQRUPDWLYHIRUFHRIDFRQWUDFW·VWHUPVLVMXVWLILHGLQGLYLGXDOLVWLFDOO\LWLV
MXVWLILHGRQHE\RQHWRHDFKVLJQDWRU\E\DSSHDOWRVRPHWKLQJZKLFKLVVSHFLILFWR
KHU%\FRQWUDVWZHXVXDOO\WDNHVXFKWKLQJVDVJHQHUDOSULQFLSOHVRIUDWLRQDOLW\HJ
WKHSULQFLSOHWKDWRQHVKRXOGZLOOWKHQHFHVVDU\PHDQVWRRQH·VHQGWRKDYH
QRUPDWLYHIRUFHZLWKUHVSHFWWRDQ\JLYHQLQGLYLGXDOLUUHVSHFWLYHRIDQ\SDUWLFXODU
IDFWVDERXWKHU7KHUHLVQR¶RQHE\RQH·MXVWLILFDWLRQRIWKHQRUPVRIUDWLRQDOLW\
,QWKHFRQWUDFWXDOLVWDSSURDFKHVWRMXVWLFHWKDW,FRQVLGHULQ3DUW,WKLV
LQGLYLGXDOLVWLFLGHDRIMXVWLILFDWLRQLVDSSOLHGWRWKHTXHVWLRQKRZWRMXVWLI\LQ
SDUWLFXODUWKHWHUPVZKLFKDUHFRHUFLYHO\HQIRUFHGE\VWDWHV7KRVHWHUPVDUH
QRUPDOO\WDNHQWRDSSO\WRDOOPHPEHUVRIVRFLHW\VRFRQWUDFWXDOLVWVVHHNWKHLU
MXVWLILFDWLRQRQHE\RQHZLWKUHVSHFWWRDOOPHPEHUVRIVRFLHW\WKH\VHHNLQD
VHQVHDVPDQ\MXVWLILFDWLRQVDVWKHUHDUHPHPEHUV7KHVLPSOHVWDSSOLFDWLRQRIWKH
LQGLYLGXDOLVWLFLGHDOWRMXVWLFHLPDJLQHVWKDWWKHFRHUFLYHO\HQIRUFHGWHUPVMXVWDUHWKH
WHUPVRIDUHDOFRQWUDFWWKHVRFLDOFRQWUDFW&RQWUDFWXDOLVWVDGRSWLQJWKLVDSSURDFK
KDYHVWDQGDUGO\WULHGWRVKRZWKDWWKHVHKDYHEHHQDFFHSWHGE\HDFKSHUVRQ³HLWKHU
H[SUHVVO\ZLWKDVLJQDWXUHRUGHFODUDWLRQRUWDFLWO\0RUHJHQHUDOO\WKH\DUJXHWKDW
WKHRQO\MXVWWHUPVDUHWKRVHZKLFKDUHDFWXDOO\DFFHSWHGE\HDFKSHUVRQ7KLV
DSSURDFKZKLFK,FDOO¶DFWXDOFRQWUDFWXDOLVP·LVPRVWIDPRXVO\DVVRFLDWHGZLWK
+REEHVDQG/RFNH,WVJUHDWDWWUDFWLRQDULVHVIURPWKHIDFWWKDWLWDOORZVXVWR
 
MXVWLI\WKHFRHUFLYHHQIRUFHPHQWRIVRFLHW\·VWHUPVRIFRRSHUDWLRQLQSUHFLVHO\WKH
VDPHZD\WKDWDFRQWUDFW·VWHUPVDUHMXVWLILHGWRLWVVLJQDWRULHV¶ORRN·ZHFDQVD\
¶\RXDFFHSWHGWKHVHWHUPV·$QGLWDOORZVXVPDNHWKLVDSSHDOWRHYHU\VLQJOHSHUVRQWR
ZKRPWKHWHUPVDSSO\:K\LVWKLVVRDWWUDFWLYH":HOOILUVWLWKDVWKHYLUWXHRI
IDPLOLDULW\DQGVLPSOLFLW\:HXVHWKLVIRUPRIMXVWLILFDWLRQLQRXUHYHU\GD\OLYHV
ZKHQHYHUZHLQYRNHDSDVWDJUHHPHQWLQRUGHUWRMXVWLI\DQDSSHDOWRREOLJDWLRQV
WKDWZHWDNHSHRSOHWRKDYH%XWLWDOVRKDVWKHDWWUDFWLRQWKDWLWH[SUHVVHVWKHLGHD
WKDWHDFKSHUVRQVKRXOGEHVRYHUHLJQZLWKUHVSHFWWRWKHREOLJDWLRQVWKDWVKHKDV
VKHVKRXOGRQO\KDYHWKRVHWKDWVKHKDVLQVRPHVHQVHWDNHQRQ,IWKHWHUPVRID
VRFLDOFRQWUDFWFDQEHMXVWLILHGWRHDFKSHUVRQE\DSSHDOWRVRPHWKLQJWKDWVKHGLG
DQH[HUFLVHRIKHUDJHQF\WKHQLPSRVLQJWKRVHWHUPVXSRQKHULVFRQVLVWHQWZLWK
VHHLQJKHUDVWKHFUHDWRURIKHUPRUDOZRUOGDWOHDVWLQWKHQRUPDWLYHDUHDVLQZKLFK
WKRVHWHUPVDUHVRMXVWLILHG7KLV,WKLQNLVZKDWOLHVDWWKHURRWRIDFWXDO
FRQWUDFWXDOLVP·VDWWUDFWLRQ
,Q&KDSWHU,DQDO\VHWKHIXQGDPHQWDOSUHVXSSRVLWLRQVDQGWKHYDULRXVIRUPV
RIDFWXDOFRQWUDFWXDOLVP,VWDUWE\FRQWUDVWLQJ¶OHJLWLPDF\·DQG¶UHJXODWLYH
FRQFHSWLRQ·DSSURDFKHV7KHIRUPHUPDNHWKHMXVWLFHRIDFRHUFLYHVRFLDOV\VWHP
FRQGLWLRQDOXSRQLWVUHIOHFWLQJVRPHPRUDOO\UHOHYDQWDVSHFWRIWKHSDUWLFXODU
LQGLYLGXDOVWKDWDUHPHPEHUVRIWKHVRFLHW\7KHODWWHUGRQRWUHTXLULQJLQVWHDGWKDW
WKHFRHUFLYHQRUPVRIDVRFLHW\FRQIRUPWRSULQFLSOHVZKLFKDUHWKHFRQFOXVLRQVRI
DQLQGHSHQGHQWPRUDODUJXPHQW%XWWKHVHWZRFDQEHFRPELQHGLQYDULRXVZD\V
DVZKHQDWKHRULVWSURSRVHVDVDQHFHVVDU\FRQGLWLRQRIMXVWLFHERWKWKDWWKH
FRHUFLYHQRUPVUHIOHFWDVSHFWVRIVRFLHW\·VSDUWLFXODULQGLYLGXDOVDQGWKDWWKH\
FRQIRUPWRSULQFLSOHVZKLFKDUHWKHFRQFOXVLRQVRIDQLQGHSHQGHQWPRUDODUJXPHQW
$FWXDOFRQWUDFWXDOLVPLVDOHJLWLPDF\DSSURDFK7KHPRUDOO\UHOHYDQWDVSHFWRI
WKHSDUWLFXODULQGLYLGXDOVWKDWDMXVWFRHUFLYHV\VWHPUHIOHFWVLVRIFRXUVHWKHIDFWRI
 
HDFKLQGLYLGXDO·VKDYLQJDFWHGLQDZD\WKDWMXVWLILHVWKHLPSRVLWLRQRIWKDWV\VWHP·V
QRUPV,DUJXHWKDWHVVHQWLDOWRDFWXDOFRQWUDFWXDOLVPLVVRPHFRQFHSWLRQRIWKH
¶PRUDOEDFNJURXQG·³WKHVWDWHRIDIIDLUVWKDWREWDLQVSULRUWRDQ\RQH·VKDYLQJ
DFFHSWHGWKHWHUPVRIDQ\FRQWUDFW³DVZHOODVDQDFFRXQWRIZKDWNLQGRI
DFFHSWDQFHMXVWLILHVWKHLPSRVLWLRQRIQRUPV0DQ\WKHRULVWVDOVRWHOOXVZKDWZDV
RUZRXOGEHMXVWLILHGJLYHQWKHLUDFFRXQWVRIWKHVHIHDWXUHV,QRWHWKDWWKH\FRXOG
OHJLWLPDWHO\DSSHDOWRWKHUHOHYDQWLQGLYLGXDOV·PRUDOYLHZVLQGRLQJWKLVDOWKRXJK
PRVWDUHQRUPDOO\XQGHUVWRRGWRDSSHDOUDWKHUWRVHOILQWHUHVW
,QWKHOLJKWRIWKLVDQDO\VLV,DQDO\VHWKHYLHZVRI+REEHV/RFNHDQGWKHLU
FRQWHPSRUDU\GHVFHQGDQW1R]LFN,DUJXHWKDW+REEHVSURSRVHVDIRUPRIDFWXDO
FRQWUDFWXDOLVPZKLFKVXEMHFWVHYHU\VLQJOHQRUPLQDV\VWHPRIQRUPV³DWOHDVWSDUW
RIZKLFKLVWDNHQWREHFRHUFLYHO\HQIRUFHDEOH³WRWKHDFWXDOFRQWUDFWXDOLVWWHVW,
FDOOVXFKDQDSSURDFK¶WKRURXJKJRLQJ·DQGFODLPWKDWLWKDVDQVSHFLDODWWUDFWLRQQRW
ZHOODFFRXQWHGIRUE\WKHYDOXHRIDXWRQRP\ZKLFKDSSHDUVWRXQGHUOLH/RFNHDQ
YLHZVLQFOXGLQJ1R]LFN·V%RWKWKH+REEHVLDQDQGWKH/RFNHDQDSSURDFKHVVHH
LQGLYLGXDOVDVVRYHUHLJQLQDSDUWLFXODUDUHDRIWKHLUOLYHVEXWDXWRQRP\DGHTXDWHO\
PRWLYDWHVRQO\DQDSSURDFKZKLFKNHHSVWKDWDUHDZLWKLQFHUWDLQERXQGDULHV6RLI,
DPULJKWWKDWWKHPRUHWKRURXJKJRLQJDSSURDFKLVDWWUDFWLYHVRPHWKLQJPRUHPXVW
EHVDLG
7KHDFWXDOFRQWUDFWXDOLVWDSSURDFKLVQRWWKHRQO\FRQWUDFWXDOLVWDSSURDFKWR
MXVWLFH$QRWKHUDSSURDFKLVHTXDOO\LQVSLUHGE\WKHLGHDORILQGLYLGXDOLVWLF
MXVWLILFDWLRQ7KLVVHFRQGDSSURDFKKRZHYHUGRHVQRWHQYLVDJHWKHFRHUFLYHO\
HQIRUFHDEOHWHUPVZKLFKJRYHUQRXUVRFLHWDOUHODWLRQVDVWKHWHUPVRIDQ\DFWXDO
FRQWUDFW,QVWHDGLWDVNVZKDWZRXOGEHWKHWHUPVRIDFRQWUDFWZKLFKQRRQH
FRXOGUHMHFW",FDOOWKLVDSSURDFK¶PRGDOFRQWUDFWXDOLVP·DQGLWLVWKHVXEMHFWRI
PRVWRI&KDSWHU2EYLRXVO\WKHDQVZHUWRWKHTXHVWLRQWKDWPRGDOFRQWUDFWXDOLVWV
 
DVNLVGHWHUPLQHGE\ZKDW·VPHDQWLQVD\LQJWKDWVRPHRQHFRXOGRUFRXOGQ·WUHMHFW
VRPHFRQWUDFW,QVRPHVHQVHDSHUVRQFRXOGUHMHFWDQ\FRQWUDFWUHJDUGOHVVRILWV
FRQWHQW%XWWKHIDFWWKDWVRPHRQHFRXOGLQVRPHVHQVHUHMHFWDQ\FRQWUDFWGRHVQ·W
VHHPUHOHYDQWWRWKHMXVWLFHRILPSRVLQJDQ\FRQWUDFW·VWHUPVVRPRGDO
FRQWUDFWXDOLVWVDVNDERXWDPRUHVSHFLILFVHQVHZKLFKGRHVVHHPUHOHYDQW7KHLU
TXHVWLRQEHFRPHV¶ZKDWZRXOGEHWKHWHUPVRIDFRQWUDFWZKLFKQRRQHFRXOG
UHDVRQDEO\UHMHFW"·
7KHUHDVRQDEOHQHVVRIDUHMHFWLRQRIVRPHFRQWUDFWLVXQGHUVWRRGWREHDPDWWHU
RIQRUPDWLYHIDFW,I\RXGHFLGHQRWWRVLJQDFRQWUDFWZKLFKUHSUHVHQWVDIDLU
VROXWLRQWRVRPHGLVSXWHWKDWZHKDYHDQG\RXUUHDVRQIRUQRWGRLQJVRLVWKDW\RX
MXGJH\RXUEDUJDLQLQJSRVLWLRQWREHVXIILFLHQWO\VWURQJWKDW\RXFRXOGQHJRWLDWHD
FRQWUDFWWKDWLVOHVVIDLUEXWPRUHIDYRXUDEOHWR\RXWKHQJUDQWHGWKLVGHVFULSWLRQ
LWLVDPDWWHURIIDFWZHVXSSRVHWKDW\RXUUHMHFWLRQRIWKHIDLUFRQWUDFWLV
XQUHDVRQDEOH7KLVSRLQWVWRWKHJUHDWDWWUDFWLRQRIWKHPRGDOFRQWUDFWXDOLVW
LQWHUSUHWDWLRQRIWKHLQGLYLGXDOLVWLFLGHDORIMXVWLILFDWLRQLWSURPLVHVDQDFFRXQWRI
MXVWWHUPVIRUWKHUHJXODWLRQRIRXUVRFLHWDOUHODWLRQVZKLFKDUHREMHFWLYHO\UHDVRQDEOH
)RUWKHWHUPVRIWKHPRGDOFRQWUDFWXDOLVWFRQWUDFWGRQRWWUDFNPHUHO\ZKDWDOO
SDUWLHVFDQDJUHHXSRQWKDWPLJKWEHLQIOXHQFHGE\XQIDLUEDUJDLQLQJDGYDQWDJHVRU
IDLOXUHWRWKLQNWKURXJKWKHOLNHO\RXWFRPHVRIWKHFRQWUDFWRUHYHQZKDWDOOSDUWLHV
WDNHWREHUHDVRQDEOHZLWKWKHEHVWZLOOLQWKHZRUOGSHRSOHFDQIDLOWRJLYHRWKHUV·
FODLPVDSSURSULDWHZHLJKW7KH\WUDFNZKDWUHDOO\LVUHDVRQDEOH
:HPLJKWZRUU\KRZHYHUWKDWWKLVIRFXVRQZKDWLVREMHFWLYHO\UHDVRQDEOH
ZKDWLWLVXQUHDVRQDEOHIRUSHRSOHQRWWRDFFHSWSXOOVXVDZD\IURPWKH
LQGLYLGXDOLVWLFMXVWLILFDWRU\LGHDOWKDWZDVVXSSRVHGWREHWKHEDVLVRIWKHPRGDO
FRQWUDFWXDOLVWDSSURDFK,QZKDWZD\QRZDUHWKHWHUPVRIDFRQWUDFWWKDWWKH
PRGDOFRQWUDFWXDOLVWMXGJHVWREHMXVWEHFDXVHQRRQHFRXOGUHDVRQDEO\UHMHFWLW
 
MXVWLILHGRQHE\RQHLQDZD\WKDWFRQVLGHUVWKHSDUWLFXODUVLWXDWLRQRIHDFKSHUVRQ
WRWKRVHWRZKRPWKH\DSSO\",VQ·WWKHFRQWUDFWMXVWLILHGWRPHVLPSO\EHFDXVHLWLV
MXVWLILHGE\WKHREMHFWLYHUHDVRQDEOHQHVVRILWVWHUPV"7KHVLWXDWLRQVHHPVWREH
DQDORJRXVWRWKHMXVWLILFDWLRQRIVRPHUDWLRQDOGHGXFWLRQWRDJLYHQSHUVRQQRRQH
FRXOGUDWLRQDOO\UHMHFWWKHGHGXFWLRQVRVKHVKRXOGDFFHSWLW%XWDV,QRWHGDERYH
WKHUHLVQ·WDQ\WKLQJSDUWLFXODUO\LQGLYLGXDOLVWLFDERXWWKHMXVWLILFDWLRQRIUDWLRQDO
QRUPV
0\GLVFXVVLRQRIPRGDOFRQWUDFWXDOLVPLQ&KDSWHUFRQFHQWUDWHVRQWKH
TXHVWLRQZKDWLIDQ\WKLQJLVGLVWLQFWLYHO\LQGLYLGXDOLVWLFDERXWPRGDOFRQWUDFWXDOLVW
MXVWLILFDWLRQ$IWHUVXUYH\LQJYDULRXVSRVVLELOLWLHV,FRQFOXGHWKDWWKHGLVWLQJXLVKLQJ
IHDWXUHLVWKH¶,QGLYLGXDOLVW5HVWULFWLRQ·ZKLFKFRQVWUDLQVXVWRDUJXHIRUWKH
UHDVRQDEOHQHVVRIWKHUHMHFWLRQRISRVVLEOHFRQWUDFWXDOWHUPVE\DSSHDOVROHO\WR
JURXQGVZKLFKDUHDFFXUDWHO\GHVFULEHGDVWKRVHKHOGE\VLQJOHLQGLYLGXDOVDORQH
7KLVFDQEHVDLGWRUHWDLQWKH¶RQHE\RQH·FKDUDFWHURIFRQWUDFWXDOLVWMXVWLILFDWLRQ
EHFDXVHLWPHDQVWKDWWKHTXHVWLRQZHPXVWDVNLQGHWHUPLQLQJZKHWKHUWHUPVFRXOG
UHDVRQDEO\EHUHMHFWHGLVKRZGRDJLYHQVLQJOHLQGLYLGXDO·VJURXQGVIRUSUHIHUULQJ
WHUPVRWKHUWKDQWKHSURSRVHGWHUPVFRPSDUHLQWXUQZLWKHDFKRWKHULQGLYLGXDO·V
JURXQGVIRUSUHIHUULQJWHUPVRWKHUWKDQWKHILUVWLQGLYLGXDO·VSUHIHUUHGWHUPV":H
GRQRWDGGXSHYHU\RQH·VJURXQGVIRUDQGDJDLQVWHDFKSRVVLEOHVHWRIWHUPVDQG
WKHQSLFNWKRVHZLWKWKHKLJKHVWSRVLWLYHDJJUHJDWHZHLJKWLQIDYRXU5DWKHUZHWU\
WRILQGWKHWHUPVWKHVWURQJHVWLQGLYLGXDOJURXQGVDJDLQVWZKLFKDUHZHDNHUWKDQWKH
VWURQJHVWLQGLYLGXDOJURXQGVDJDLQVWDQ\DOWHUQDWLYHV
7KXVZHDUULYHDWWZRFRPSHWLQJLQWHUSUHWDWLRQVRIWKHFRQWUDFWXDOLVWLGHDORI
LQGLYLGXDOLVWLFMXVWLILFDWLRQHDFKZLWKLWVRZQDWWUDFWLRQV,QWKHUHPDLQGHURI
&KDSWHU,FRQVLGHUWKHTXHVWLRQZKHWKHUWKHWZRPLJKWEHFRPELQHGLQWRDVLQJOH
¶K\EULGFRQWUDFWXDOLVP·ZKLFKPDQLIHVWVWKHDWWUDFWLRQVRIERWK,VXJJHVWWKDWWKLV
 
FRXOGLQGHHGEHGRQHE\LGHQWLI\LQJDVDVWURQJREMHFWLYHO\UHDVRQDEOHJURXQGIRU
WKHUHMHFWLRQRIDFRQWUDFW·VWHUPVWKHIDFWWKDWDQLQGLYLGXDODFWXDOO\UHMHFWVLW%XW
WKLVDOVRFUHDWHVFHUWDLQSX]]OHVWKDWWKHK\EULGFRQWUDFWXDOLVWPXVWVROYHLIKHUYLHZ
LVWREHYLDEOH)RUHPRVWDPRQJWKHPLVWKHIROORZLQJ0RGDOFRQWUDFWXDOLVWV
VXSSRVHWKDWZHKDYHDYHU\SRZHUIXOUHDVRQWRILQGDQGFRPSO\ZLWKSULQFLSOHV
WKDWQRRQHFRXOGUHDVRQDEO\UHMHFW7KLVLVDFRPSRQHQWRIWKHLUYLHZ7KLV
SRZHUIXOUHDVRQPLJKWSODXVLEO\EHVXSSRVHGWREULQJXVWRUHFRQVLGHUDQ\YLHZV
WKDWZHKDYHZKLFKZRXOGRWKHUZLVHOHDGXVWRUHMHFWSULQFLSOHVWKDWQRRQHFRXOG
UHDVRQDEO\UHMHFW%XWLISULQFLSOHVWKDWQRRQHFRXOGUHDVRQDEO\UHMHFWDUHSULQFLSOHV
WKDWQRRQHDFWXDOO\GRHVUHMHFWDVWKHK\EULGYLHZKROGVWKHQWKDWSRZHUIXOUHDVRQ
LVDUHDVRQWRUHFRQVLGHUDQ\YLHZVZHPLJKWKDYHWKDWZRXOGOHDGXVDFWXDOO\WR
UHMHFWSULQFLSOHVWKDWQRRQHHOVHDFWXDOO\UHMHFWV7KHUHLVWKXVDSUHVVXUHIRU
FRQVHQVXV'HSHQGLQJRQMXVWKRZSRZHUIXOZHVXSSRVHWKHSRZHUIXOUHDVRQWR
EHWKDWSUHVVXUHPLJKWEHDSUHVVXUHIRUFRQVHQVXVRQDQ\WKLQJ-XVWLFHPLJKW
WKHUHIRUHEHVHWWOHGXSRQPHUHO\WKURXJKFRRUGLQDWLRQUDWKHUWKDQE\DQ\WKLQJOLNHD
EDODQFLQJRIWKHNLQGVRIFRQVLGHUDWLRQVWKDWZHZRXOGZDQWWRLQIRUPLWVFRQWHQW
7KLVLVDSX]]OHIRUK\EULGFRQWUDFWXDOLVWV


 5DZOVDQGK\EULGFRQWUDFWXDOLVP
,Q3DUW,,RXUIRFXVVKLIWVIURPFRQWUDFWXDOLVWIUDPHZRUNVDQGWKHLULQWHUSUHWDWLRQV
RIWKHLQGLYLGXDOLVWLFMXVWLILFDWRU\LGHDOWRWKHODWHUZRUNRI-RKQ5DZOV7KH
¶K\SRWKHWLFDOFRQWUDFWXDOLVP·RI5DZOV·VHDUO\ZRUNLVVWDQGDUGO\LQWHUSUHWHGDVD
IRUPRIPRGDOFRQWUDFWXDOLVPDQGLQKLVODWHUZRUN5DZOVLQGHHGH[SOLFLWO\DOLJQV
KLPVHOIZLWKWKHPRGDOFRQWUDFWXDOLVWYLHZVRI706FDQORQ+RZHYHU,DUJXHWKDW
 
ZLWKLQKLVPRGDOFRQWUDFWXDOLVWIUDPHZRUN5DZOVLGHQWLILHVDVDJURXQGIRUWKH
UHDVRQDEOHUHMHFWLRQRIDQ\RIDUDQJHRIOLEHUDOSROLWLFDOSULQFLSOHVWKHIDFWWKDWD
SHUVRQGRHVQRWLQDFHUWDLQVHQVHDFWXDOO\DFFHSWWKRVHSULQFLSOHV$SSHDOLQJWR
WKHLGHDRI¶WKHEXUGHQVRIMXGJPHQW·³IDFWRUVZKLFKDFFRXQWIRUDQGH[SODLQWKH
UHDVRQDEOHQHVVRIGLVDJUHHPHQWDERXWIXQGDPHQWDOPRUDOPDWWHUV³5DZOVFODLPV
WKDWZHDUHFRPSHOOHGWRDFFHSWWKHMXVWLFHRIOLEHUDOSROLWLFDOSULQFLSOHVZKLFK
VDIHJXDUGWKHEDVLFIUHHGRPVRIFRQVFLHQFHWKRXJKWVSHHFKDQGUHOLJLRQDPRQJ
RWKHUV%XWWKHUHDUHDUDQJHRISRVVLEOHOLEHUDOSROLWLFDOSULQFLSOHVDQGJLYHQWKH
EXUGHQVRIMXGJPHQWZHFDQQRWVD\WKDWDQ\RQHVHWLQWKLVUDQJHLVPRUHUHDVRQDEOH
WKDQDQRWKHU7KHMXVWLFHRILPSRVLQJDVSHFLILFVHWWKHUHIRUHLVGHSHQGHQWRQWKHLU
DFWXDOO\EHLQJDFFHSWHG³LQDQ¶RYHUODSSLQJFRQVHQVXV·³E\HDFKUHDVRQDEOHSHUVRQ
ZKHUHWREHUHDVRQDEOHLVWRDFFHSWWKHQHFHVVLW\RIOLEHUDOSULQFLSOHVLQOLJKWRIWKH
EXUGHQVRIMXGJPHQWDQGWRVHHNWRLPSRVHRQO\SULQFLSOHVWKDWQRRQHFRXOG
UHDVRQDEO\UHMHFW7KXVZHILQGDVHHGRIDFWXDOFRQWUDFWXDOLVPDOEHLWKHDYLO\
FRQVWUDLQHGDWWKHFRUHRIWKH5DZOVLDQPRGDOFRQWUDFWXDOLVWYLHZ7KLVPDNHV
5DZOVDK\EULGWKHRULVW
,QIDFWDV,DUJXHLQ&KDSWHU5DZOVVKRXOGQ·WFRQVWUDLQWKHDFWXDO
FRQWUDFWXDOLVPRIKLVK\EULGWKHRU\DVKHGRHV7KHEXUGHQVRIMXGJPHQW,FODLP
MXVWLI\DPXFKPRUHZLGHUDQJLQJDFWXDOFRQWUDFWXDOLVWWHVWRQHZKLFKUHTXLUHVQRW
RQO\WKDWWKHVSHFLILFOLEHUDOHJDOLWDULDQSULQFLSOHVRI¶MXVWLFHDVIDLUQHVV·³5DZOV·V
IDYRXUHGFRQWUDFWXDOWHUPV³DFWXDOO\EHDFFHSWHGE\HDFKSHUVRQEXWDOVRWKDW
OLEHUDOSULQFLSOHVLQJHQHUDOEHDFFHSWHGE\HDFKSHUVRQ)RUWKHEXUGHQVRI
MXGJPHQWH[SODLQWKHUHDVRQDEOHQHVVRIGLVDJUHHPHQWQRWRQO\RQQRQSROLWLFDO
PRUDOPDWWHUVDQGRQWKHVSHFLILFIRUPWKDWDOLEHUDOSROLWLFDOVHWRISULQFLSOHV
VKRXOGWDNHEXWRQOLEHUDOSULQFLSOHVWKHPVHOYHV,IWKHEXUGHQVRIMXGJPHQWVKRZ
XVWKDWLWLVXQUHDVRQDEOHWRLPSRVHWKHSULQFLSOHVRIVRPHPRUDOYLHZRQVRPHRQH
 
ZKRGRHVQRWDFFHSWLWWKHQWKH\VKRZXVWKDWLWLVXQUHDVRQDEOHWRLPSRVHDOLEHUDO
V\VWHPRQVRPHRQHZKRGRHVQRWDFFHSWLW7KHDFWXDOFRQWUDFWXDOLVPWKDW5DZOV
WDNHVWKHEXUGHQVRIMXGJPHQWWRLPSO\LVZLGHUUDQJLQJWKDQKHUHDOLVHV
,QWKHUHPDLQGHURI&KDSWHUDQGLQ&KDSWHU,GHYHORSDQGGHIHQGWKH
UHYLVHG5DZOVLDQYLHZWKDWWKLVOHDYHVXVZLWK,VWDUWE\DUJXLQJWKDWZHFDQVROYH
WKHSX]]OHVWKDW,UDLVHGIRUK\EULGYLHZVLQJHQHUDODWWKHHQGRI&KDSWHU:LWK
UHJDUGWRWKHSX]]OH,GHVFULEHGDPRPHQWDJR,DUJXHWKDWDSODXVLEOHFRQVWUXDORI
WKHLPSRUWRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQWKDWZHKDYHWRILQGDQGFRPSO\ZLWK
SULQFLSOHVWKDWQRRQHFRXOGUHDVRQDEO\UHMHFWLVDVIROORZVDSSURSULDWHUHVSHFWIRU
WKDWUHDVRQHQWDLOVQRWWKDWRQHLVZLOOLQJWRMHWWLVRQDQ\YLHZVWKDWRQHKROGVZKLFK
PLJKWFRQIOLFWZLWKZKDWQRRQHHOVHDFWXDOO\UHMHFWVEXWWKDWRQHLVZLOOLQJWR
UHFRQVLGHUFDUHIXOO\RQH·VJURXQGVIRUDIILUPLQJWKHPDQGSHUKDSVDOWHUWKHPLQWKH
OLJKWRIWKDW7KLVFUHDWHVDSUHVVXUHWRZDUGVFRQVHQVXVEXWQRWWRZDUGVD
FRQVHQVXVWKDWFDQEHVHFXUHGPHUHO\E\VHWWOLQJRQFRQWUDFWWHUPVFKRVHQDW
UDQGRP,QGLYLGXDOV·PRUDOVWDUWLQJSRLQWVZLOOPDNHDGLIIHUHQFH7KLVVROXWLRQWR
WKHSX]]OHDOVRKHOSVDVLWWXUQVRXWWRVROYHRWKHUSX]]OHVZKLFKWKHK\EULGYLHZ
UDLVHV,WDOVROHQGVWKHK\EULGWKHRU\FHUWDLQDWWUDFWLRQVWKDWPRGDOFRQWUDFWXDOLVWV
KDYHFODLPHGIRUPRGDOFRQWUDFWXDOLVPZLWKRXWEHLQJDEOHWRVKRZFOHDUO\ZK\2U
VR,PDLQWDLQ
,DOVRH[SODLQDWWKHHQGRI&KDSWHUKRZZKDW5DZOVWDNHVWREHQHFHVVDU\IRU
WKHMXVWLILFDWLRQRIMXVWLFHDVIDLUQHVV³WKDWHDFKSHUVRQVKDUHVWKHIXQGDPHQWDO
HOHPHQWVRXWRIZKLFKMXVWLFHDVIDLUQHVVLVFRQVWUXFWHG³LVDQDFFHSWDEOHFRQVWUXDO
RI¶DFWXDODFFHSWDQFH·IURPDQDFWXDOFRQWUDFWXDOLVWSRLQWRIYLHZ0\H[SODQDWLRQ
DSSHDOVILUVWWRWKHLGHDWKDWVRPHIRUPRIFRQVHQWLVQRWDQHVVHQWLDOSDUWRIWKH
GLVWLQFWLYHDFWXDOFRQWUDFWXDOLVWIRUPRIMXVWLILFDWLRQDQLGHD,LQWURGXFHLQ&KDSWHU
DQGVHFRQGWRWKHLGHDWKDWLWLVSODXVLEOHWRDSSHDOWRWKHH[HUFLVHRIDJHQF\
 
LQYROYHGLQDIILUPLQJDPRUDORXWORRNDVDMXVWLILFDWLRQIRUWKHLPSRVLWLRQRIQRUPV
GHULYHGE\HODERUDWLQJHOHPHQWVRIWKDWRXWORRN
7KUHH5DZOVLDQLQQRYDWLRQVDUHSDUWLFXODUO\SHUWLQHQWIRUWKHGHIHQFHRIWKH
K\EULGYLHZDV,GHYHORSLW2QHRIWKHPLVWKH¶EXUGHQVRIMXGJPHQW·EDVLVIRULWV
DFWXDOFRQWUDFWXDOLVWFRPSRQHQWZKLFK,KDYHMXVWGLVFXVVHG7KHVHFRQGLVWKH
HPSKDVLVWKDW5DZOVSODFHVRQWKHPRUDOFKDUDFWHURILQGLYLGXDOV·UHDVRQVIRU
UHMHFWLQJDQGDFFHSWLQJSURSRVHGFRQWUDFWWHUPV7KLVLVDQLGHDZKLFKFDQDOVREH
IRXQGLQWUDGLWLRQDODFWXDOFRQWUDFWXDOLVWYLHZVDV,SRLQWRXWLQ&KDSWHUEXW
ZKLFKWHQGVWREHXQGHUHPSKDVLVHG,WLVSODXVLEOHWRFRQVWUXHDFWXDODFFHSWDQFHLQ
DQDFWXDOFRQWUDFWXDOLVWWKHRU\³HVSHFLDOO\DWKRURXJKJRLQJDFWXDOFRQWUDFWXDOLVW
WKHRU\³LQWHUPVRIFRQJUXHQFHQRWZLWKLQGLYLGXDOV·UDWLRQDOVHOILQWHUHVWEXWZLWK
WKHLUFRQVLGHUHGPRUDOYLHZV&OHDUO\WKLVILWVZHOOZLWKWKHEXUGHQVRIMXGJPHQW
EDVLVIRUDFWXDOFRQWUDFWXDOLVP$QGLWGRHVQRW,FODLPXQGHUPLQHWKH
IXQGDPHQWDODWWUDFWLRQVRIDFWXDOFRQWUDFWXDOLVPLQWKHILUVWSODFH
7KHWKLUG5DZOVLDQLQQRYDWLRQLVZKDW,FDOOWKH¶KHDGILUVW·DSSURDFKWRWKH
DFWXDOFRQWUDFWXDOLVWOHJLWLPLVLQJSURFHVVZKLFKLVSDUWRIDFWXDODQGK\EULG
FRQWUDFWXDOLVWYLHZVDOLNH7KHKHDGILUVWDSSURDFKDVNVZKHWKHUWKHWHUPVRIVRPH
SURSRVHGFRQWUDFWZRXOGEHDFWXDOO\DFFHSWHGE\WKRVHZKRDUHEURXJKWXSXQGHULW
UDWKHUWKDQZKHWKHUWKH\ZRXOGEHDFWXDOO\DFFHSWHGE\LQGLYLGXDOVLQRWKHU
FLUFXPVWDQFHVVXFKDVWKHWUDGLWLRQDODFWXDOFRQWUDFWXDOLVWV·¶VWDWHRIQDWXUH·
$OWKRXJKWKHKHDGILUVWDSSURDFKLQYLWHVFKDUJHVRILQGRFWULQDWLRQZKLFK,VSHQG
WKHVHFRQGKDOIRI&KDSWHUPHHWLQJLWLVKHOSIXOLQWKDWLWUHGXFHVRXUGHSHQGHQFH
RQKLVWRULFDOVSHFXODWLRQDVFRPSDUHGWRWUDGLWLRQDODFWXDOFRQWUDFWXDOLVWV
1HYHUWKHOHVVWKHDUJXPHQWIRUDQ\SDUWLFXODUVHWRIWHUPVPXVWLQDK\EULG
IUDPHZRUNGHSHQGRQDJUHDWGHDORIHPSLULFDOXQGHUVWDQGLQJDQGPRUDO
SV\FKRORJ\,QWKHILUVWKDOIRI&KDSWHU,EULQJWRJHWKHUWKHYDULRXVUHDVRQVWKDW
 
5DZOVRIIHUVDVSDUWRIKLV¶SROLWLFDOFRQVWUXFWLYLVW·VWUDWHJ\WRVKRZWKDWWKHWHUPVRI
MXVWLFHDVIDLUQHVVZRXOGEHDEOHDFKLHYHWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDVLW
LVLQWHUSUHWHGE\WKHK\EULGIUDPHZRUN
7KLVLVQRWDQHDVLO\DFKLHYHGJRDOEHFDXVHMXVWLFHDVIDLUQHVVDOLEHUDO
FRQFHSWLRQRIMXVWLFHZRXOGHQJHQGHUDSOXUDOLVWLFVRFLHW\³RQHLQZKLFKGLIIHUHQW
LQGLYLGXDOVDIILUPDUDQJHRILQFRPSDWLEOHPRUDOYLHZV7KLVSDUWO\H[SODLQVZK\WKH
5DZOVLDQYLHZHVFDSHVFKDUJHVRILQGRFWULQDWLRQEXWLWDOVRPDNHVLWGLIILFXOWWR
VKRZWKDWHDFKLQGLYLGXDOEURXJKWXSXQGHUWKHLQVWLWXWLRQVRIMXVWLFHDVIDLUQHVV
ZRXOGFRPHWRHQGRUVHWKHWHUPVRIWKHVRFLDOFRQWUDFWWKDWLWVHWV7KHSROLWLFDO
FRQVWUXFWLYLVWVWUDWHJ\DV,DUJXHH[SODLQVZK\YDULRXVREVWDFOHVWKDWZHPLJKW
H[SHFWWRVWDQGLQWKHZD\RIXQDQLPRXVDFWXDODFFHSWDQFHRIDQ\VHWRIWHUPVLQ
VXFKDSOXUDOLVWLFVRFLHW\GRQRWLQIDFWGRVR%XWLWUHPDLQVWREHVKRZQDOOWKH
VDPHWKDWDQRYHUODSSLQJFRQVHQVXVZRXOGDULVHRQMXVWLFHDVIDLUQHVV


 +\EULGFRQWUDFWXDOLVPDQGHJDOLWDULDQLVP
-XVWLFHDVIDLUQHVVDUWLFXODWHVDVWURQJO\HJDOLWDULDQVRFLDOFRQWUDFWLQWKHVHQVHWKDWLW
SULRULWLVHVHTXDOLW\LQWKHGLVWULEXWLRQRIPDWHULDOPHDQVDQGWKLVIDFWDERXWLW
UHSUHVHQWVDJUHDWHUEDUULHUWRWKHSODXVLELOLW\RIVXSSRVLQJWKDWLWFRXOGSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWWKDW5DZOVVHWVIRULWWKDQGRHVWKHIDFWWKDWLWDOVR
VDIHJXDUGVWKHEDVLFOLEHUWLHV7KLVLVIRUWZRUHDVRQV)LUVWWUDGLWLRQDODFWXDO
FRQWUDFWXDOLVWDSSURDFKHVWRMXVWLFHWHQGWRKDYHDEXLOWLQELDVLQIDYRXURI
FRQWUDFWVVDIHJXDUGLQJWKHEDVLFOLEHUWLHVEHFDXVHLWLVSDUWRIWKHLUFRQFHSWLRQRIWKH
SUHVRFLHWDOVWDWHRIQDWXUHZKLFKIRUPVWKHEDFNGURSWRWKHFRQWUDFWWKDWZHDUH
PRUHRUOHVVHTXDOO\IUHHWRGRWKLQNDQGEHDVZHZLVK1RRQHLWLVVXSSRVHG
 
ZRXOGEHSUHSDUHGWRJLYHXSWKDWIUHHGRPH[FHSWLQVRIDUDVGRLQJVRZRXOG
HOLPLQDWHFRQIOLFWDQGQRRQHSHUVRQLVSRZHUIXOHQRXJKWRIRUFHDFRQWUDFWZKLFK
LVLQHJDOLWDULDQLQLWVWUHDWPHQWRILQGLYLGXDOOLEHUW\6LQFHVXFKFRQIOLFWZRXOGEH
HOLPLQDWHGE\UHVWULFWLQJDQGHQIRUFLQJHDFKSHUVRQ·VIUHHGRPVRWKDWLWLVIXOO\
FRPSDWLEOHZLWKHDFKRWKHUSHUVRQ·VHTXDOIUHHGRPLWVHHPVXQOLNHO\WKDWDQ\
IXUWKHUUHVWULFWLRQZRXOGEHDJUHHGWR+HQFHDELDVLQIDYRXURIWKHEDVLFOLEHUWLHV
1RZJLYHQWKLVELDVLQWUDGLWLRQDODFWXDOFRQWUDFWXDOLVPLWVHHPVPRUHOLNHO\WKDW
5DZOV·VDFWXDOFRQWUDFWXDOLVPZLOOKDYHGLIILFXOW\ZLWKLWVVWURQJHJDOLWDULDQLVP³
VRPHWKLQJZKLFKLWGRHVQRWVKDUHZLWKWUDGLWLRQDODFWXDOFRQWUDFWXDOLVWYLHZV³WKDQ
ZLWKLWVHQGRUVHPHQWRIWKHEDVLFOLEHUWLHV
7KHVHFRQGUHDVRQWRVXSSRVHWKDWWKHVWURQJHJDOLWDULDQLVPZLOOSRVHWKH
JUHDWHUEDUULHULVDVIROORZV,DUJXHLQ&KDSWHUWKDWSDUWRI5DZOV·VGHIHQFHRIWKH
KHDGILUVWDSSURDFKDJDLQVWFKDUJHVRILQGRFWULQDWLRQDSSHDOVWRWKHIDFWWKDW
OLEHUDOLVP³LHSROLWLFDOPRUDOLW\ZKLFKHQGRUVHVWKHEDVLFOLEHUWLHV³UHSUHVHQWVDVD
PDWWHURIKLVWRULFDOIDFWDSRLQWRIFRQYHUJHQFHIRUVRFLHWLHVZKLFKSULRUWR
EHFRPLQJOLEHUDOVRFLHWLHVZHUHHDFKRUJDQLVHGDURXQGLOOLEHUDORUQRQOLEHUDOPRUDO
YLHZVZKLFKGLIIHUHGIURPVRFLHW\WRVRFLHW\*UDQWHGWKLVIDFWLWVHHPVHPSLULFDOO\
PRUHSODXVLEOHWRSRVLWDFRQVHQVXVRQWKHEDVLFOLEHUWLHVWKDQLWGRHVWRSRVLWD
FRQVHQVXVRQVWURQJHJDOLWDULDQLVP)RUVWURQJHJDOLWDULDQLVPLVQRWVRPHWKLQJWKDW
ZHFDQVRSODXVLEO\VXSSRVHDVDPHUHPDWWHURIKLVWRULFDOIDFWWREHDSRLQWRI
FRQYHUJHQFHIRUHYHQDUDQJHRIOLEHUDOVRFLHWLHV(YHQLIXOWLPDWHO\LWZLOOWXUQRXW
WREHVRZHKDYHQRWUHDFKHGWKDWSRLQW\HW
6RLQ&KDSWHU,FRQFHQWUDWHRQWKHFDVHIRUDQRYHUODSSLQJFRQVHQVXVRQ
MXVWLFHDVIDLUQHVV·VHJDOLWDULDQLVPUDWKHUWKDQWKHFDVHIRULWVOLEHUDOLVP,RIIHU
H[HJHVLVRI5DZOV·VZHOONQRZQ¶LQIRUPDODUJXPHQW·IRUWKHHJDOLWDULDQGLIIHUHQFH
SULQFLSOHZKLFKVWUHVVHVLWVURRWVLQDFRQFHSWLRQRIIDLUQHVVZKLFKFDQSODXVLEO\EH
 
DWWULEXWHGWRPHPEHUVRIWKHNLQGRIOLEHUDOGHPRFUDWLFVRFLHW\WKDWMXVWLFHDV
IDLUQHVVZRXOGHQJHQGHU7KHDUJXPHQWVWDUWVZLWKWKHDUELWUDULQHVVRIWKHIDFWWKDW
HDFKRIXVKDVDELOLWLHVDQGHQGRZPHQWVLQGLIIHUHQWGHJUHHV,WWKHQDSSHDOVWRWKH
LGHDWKDWJLYHQWKHQHFHVVLW\RIWKHLQYROYHPHQWQRWDOZD\VLQVWUDLJKWIRUZDUGO\
SURGXFWLYHZD\VRIHDFKRIXVLQWKHSDUWLFXODUVFKHPHRIFRRSHUDWLRQLQZKLFKZH
DUHHQJDJHGWRWKHSURGXFWLRQRIWKHVSHFLILFVHWRIJRRGVZKLFKWKDWSDUWLFXODU
VFKHPHSURGXFHVDQGJLYHQDOVRWKHDUELWUDULQHVVRIWKHIDFWWKDWWKLVLVWKHVFKHPH
RIFRRSHUDWLRQZKLFKSURGXFHVWKHJRRGVWKDWZHZDQWHDFKSHUVRQKDVDSULPDIDFLH
FODLPWRDQHTXDOVKDUH)LQDOO\WKLVHTXDOVKDUHLVILQHVVHGLQWRWKHVKDUHPDQGDWHG
E\WKHGLIIHUHQFHSULQFLSOHDVDUHIOHFWLRQRIWKHIDFWWKDWHDFKRIXVFRXOGGREHWWHU
ZLWKUHVSHFWWRWKHEDVHOLQHRIDQHTXDOVKDUHLIZHSHUPLWVRPHLQHTXDOLWLHV
7KLVLVQRWDQRYHOUHDGLQJ%XWLWLVZRUWKRIIHULQJLQRUGHUWRVWUHVVWKH
SODXVLELOLW\RIWKHFODLPWKDWWKHLQWXLWLRQVRIIDLUQHVVXSRQZKLFKLWLVEDVHGDUH
FRPPRQDQGXQFRQWURYHUVLDO$QGSHUKDSVPRUHLPSRUWDQWO\LWLVZRUWKRIIHULQJ
LQRUGHUWRGLVSHOWKHLGHDWKDW5DZOVGUDZVXSRQDQLGHDRIIDLUQHVVDVLPSDUWLDOLW\
ZKLFKLVPXFKOHVVSODXVLEO\DWWULEXWHGWRHDFKSHUVRQLQOLEHUDOVRFLHWLHV,WU\WR
EULQJRXWDWWKHHQGRIWKHFKDSWHUH[DFWO\ZK\PRWLYHVRILPSDUWLDOLW\ZLWKWKHLU
FRVPRSROLWDQLPSOLFDWLRQVDUHQRWUHTXLUHGWRVXSSRUWMXVWLFHDVIDLUQHVV·V
HJDOLWDULDQLVPGHVSLWHREMHFWLRQVZKLFKDULVHLQWKHOLJKWRIWKHSRVVLELOLW\WKDW
LQGLYLGXDOVPLJKW¶VKRSDURXQG·IRUDOWHUQDWLYHFRRSHUDWLYHVFKHPHVLQZKLFKWKH\
GREHWWHU7KLVH[SODQDWLRQKLJKOLJKWVRQFHDJDLQWKHLPSRUWDQFHRIWKHPRUDO
FKDUDFWHURILQGLYLGXDOV·UHDVRQVIRUDFWXDODFFHSWDQFHLQWKH5DZOVLDQK\EULG
IUDPHZRUN
,QWKHILQDOFKDSWHU,VXPPDULVHWKHK\EULGFRQWUDFWXDOLVPWKDW,KDYH
GHYHORSHGDQGGHIHQGHGEHIRUHFRQVLGHULQJLWVVLPLODULWLHVDQGFRQWUDVWVZLWKWKH
DFWXDOFRQWUDFWXDOLVWWUDGLWLRQ,FRQFHQWUDWHRQWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ
 
EHFDXVHWKHPRGDOLQWHUSUHWDWLRQRI5DZOV·VFRQWUDFWXDOLVPLVZHOONQRZQDQGLQ
DQ\FDVHWKHUHLVQRJUHDWWUDGLWLRQRIPRGDOFRQWUDFWXDOLVPZLWKZKLFKWRFRPSDUH
WKHK\EULGYLHZ,QRWHWKHXQXVXDOIRUDSKLORVRSKLFDOSROLWLFDOWKHRU\HPSLULFDO
HPSKDVLVRIWKHK\EULGYLHZEXWVXJJHVWWKDWWKLVVKRXOGEHWKRXJKWRIDVLQNHHSLQJ
ZLWKWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ,DOVRQRWHWKDWWKHK\EULGLQWHUSUHWDWLRQRI
5DZOVRIIHUVDQLQWHUHVWLQJDQGSODXVLEOHXQGHUVWDQGLQJRIKLVYLHZWKDWSROLWLFDO
SKLORVRSK\VKRXOGEH¶UHDOLVWLFDOO\XWRSLDQ·
,HQGZLWKDEULHIFRPSDULVRQRIWKHK\EULGYLHZZLWKDQRWKHUUHFHQWDWWHPSWWR
UHFRQFLOHWKHDWWUDFWLRQVRIDFWXDOFRQWUDFWXDOLVPDQGHJDOLWDULDQLVPOHIW
OLEHUWDULDQLVP/HIWOLEHUWDULDQVHQGRUVHDULJKWRIVHOIRZQHUVKLSZKLFKDPRQJ
RWKHUWKLQJVLPSOLHVDQDFWXDOFRQWUDFWXDOLVWULJKWDJDLQVWWKHLPSRVLWLRQRIWKH
WHUPVRIFRQWUDFWVZKLFKWKH\GRQRWDFWXDOO\DFFHSW%XWWKH\DOVRHQGRUVHDWKHRU\
RIZRUOGRZQHUVKLSZKLFKSODFHVVWURQJO\HJDOLWDULDQFRQGLWLRQVRQDQ\RQH·V
FRPLQJWRRZQDQ\WUDFWRIWKHZRUOGRXWVLGHKHURZQSHUVRQ,DUJXHWKDWZKLOH
OHIWOLEHUWDULDQLVPUHSUHVHQWVDQLPSURYHPHQWRQULJKWOLEHUWDULDQLVPEHFDXVHRILWV
HJDOLWDULDQUDWKHUWKDQODLVVH]IDLUHWUHDWPHQWRIZRUOGRZQHUVKLSLWUHSUHVHQWVDWEHVW
QRLPSURYHPHQWDWDOOLQWHUPVRIWKHUHDFKRILWVDFWXDOFRQWUDFWXDOLVWWHVWZKLFKLV
QRPRUHWKRURXJKJRLQJWKDQWKDWRIULJKWOLEHUWDULDQV1HLWKHUOHIWQRUULJKW
OLEHUWDULDQVVXEMHFWWKHLUIDYRXUHGRULJLQDOSULQFLSOHVRIZRUOGRZQHUVKLSWR
LQGLYLGXDOLVWLFMXVWLILFDWLRQ/HIWOLEHUWDULDQLVPPD\HYHQUHSUHVHQWDVWHSEDFNZDUGV
IURPWKHSRLQWRIYLHZRIDFWXDOFRQWUDFWXDOLVPLIXQOLNHULJKWOLEHUWDULDQLVPLWGRHV
QRWSHUPLWWKHLPSRVLWLRQRIDOWHUQDWLYHVWRLWVHJDOLWDULDQRULJLQDOSULQFLSOHVRI
ZRUOGRZQHUVKLSHYHQLIHDFKSHUVRQDFWXDOO\DFFHSWVWKHP7KHK\EULGYLHZE\
FRQWUDVWUHSUHVHQWVDQLPSURYHPHQWRQOLEHUWDULDQLVPERWKLQWHUPVRILWV
HJDOLWDULDQLVPDQGLQWHUPVRIWKHWKRURXJKJRLQJQHVVRILWVDFWXDOFRQWUDFWXDOLVWWHVW
)RUYDULRXVUHDVRQVZKLFK,QRWHLWPD\VHHPWREHDUDWKHUXQVDWLVI\LQJWKHRU\DOO
 
WKHVDPH,KROGKRZHYHUWKDWWKLVLVDUHIOHFWLRQRIWKHGHHSGLIILFXOWLHVLQYROYHG
LQVDWLVI\LQJERWKWKHFRQWUDFWXDOLVWLGHDODQGWKHHJDOLWDULDQLQWXLWLRQVWKDWPDQ\
PDLQVWUHDPSROLWLFDOSKLORVRSKHUVHQGRUVH
 
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 $FWXDOFRQWUDFWXDOLVPDQGDSSURDFKHVWRMXVWLFH   
 7ZRYDULDEOHVVFRSHDQGDFFHSWDQFH    
 7KHVKDSHRIDFWXDOFRQWUDFWXDOLVP    
 +REEHV/RFNH1R]LFNDQGDFWXDOFRQWUDFWXDOLVP  
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 $FWXDOFRQWUDFWXDOLVP
2QHZD\WRLQWHUSUHWWKHIXQGDPHQWDOFRQWUDFWXDOLVWLGHDORILQGLYLGXDOLVWLF
MXVWLILFDWLRQLVDVIROORZV$PRUDOFRQFHSWLRQVDWLVILHVWKHLGHDOZHFDQVD\LIDQG
RQO\LIHDFKUHOHYDQWLQGLYLGXDODFWXDOO\DFFHSWVLW,VKDOOFDOOWKLVWKH¶DFWXDO
FRQWUDFWXDOLVW·LQWHUSUHWDWLRQRIWKHFRQWUDFWXDOLVWLGHDO$FWXDOFRQWUDFWXDOLVW
WKHRULHVRIMXVWLFHWKHQPDNHDPRUDOFRQFHSWLRQ·VVDWLVIDFWLRQRIWKHLGHDOLQLWV
DFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQQHFHVVDU\IRUWKHUHDOLVDWLRQRIMXVWLFH
(YHQWXDOO\,VKDOOGHIHQGDQDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRI-RKQ5DZOV·V
FRQWUDFWXDOLVP,VKDOOEHJLQE\VNHWFKLQJLQPRUHGHWDLOWKHJHQHUDOIHDWXUHVRI
DFWXDOFRQWUDFWXDOLVWWKHRULHVRIMXVWLFH
7KHGHVFULSWLRQ,MXVWJDYHRIWKHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHLGHDO
RILQGLYLGXDOLVWLFMXVWLILFDWLRQLQYROYHGWKUHHPDLQLGHDV)LUVWWKHLGHDRIDPRUDO
FRQFHSWLRQWKHNLQGRIWKLQJWKDWVDWLVILHVWKHLGHDO6HFRQGWKHLGHDRIDUHOHYDQW
LQGLYLGXDOZKRVHDFWXDODFFHSWDQFHRIWKHPRUDOFRQFHSWLRQLQTXHVWLRQLVQHFHVVDU\
DQGVXIILFLHQWIRUWKHVDWLVIDFWLRQRIWKHLGHDO$QGWKLUGWKHLGHDRIDFWXDO
 
DFFHSWDQFHLWVHOI7KHLGHDRIDPRUDOFRQFHSWLRQLVVLPSO\WKHLGHDRIDFRKHUHQW
VHWRIQRUPDWLYHSULQFLSOHVDQGFRQFHSWLRQVRISHUVRQVDQGLQVWLWXWLRQVDQGWKHLU
UROHVDQGDLPVWRJHWKHUZLWKDQDFFRXQWRIWKHLUEDVLV
 
,QDPRUDOFRQFHSWLRQ
DSSURSULDWHIRUDWKHRU\RIVRFLHWDOUDWKHUWKDQLQWHUVRFLHWDOMXVWLFHWKHSULQFLSOHV
DQGFRQFHSWLRQVRISHUVRQVDQGLQVWLWXWLRQVDQGVRRQDUHWKRVHLQYRNHGLQRUGHUWR
VSHOORXWUHTXLUHPHQWVRIMXVWLFH:KLFKRIWKHUHTXLUHPHQWVWKDWZHIDFHDUH
UHTXLUHPHQWVRIMXVWLFHDQGZKLFKDUHQRWLVDQDZNZDUGTXHVWLRQZKLFK,VNDWH
RYHUKHUH,VKDOOVD\WKDWDQ\FRUUHFWSULQFLSOHRIFRHUFLYHHQIRUFHPHQWRIVRPH
RWKHUQRUPPDNHVWKDWRWKHUQRUP·VUHTXLUHPHQWVLSVRIDFWRUHTXLUHPHQWVRIMXVWLFH
DQGWKDWLWLVDOVRVXIILFLHQWIRUUHTXLUHPHQWVWREHUHTXLUHPHQWVRIMXVWLFHWKDWWKH\
DUHFUHDWHGE\QRUPVZKLFKDUHSDUWRIDPRUDOFRQFHSWLRQWKDWHQGRUVHVWKH
FRHUFLYHHQIRUFHPHQWRIDWOHDVWVRPHQRUPVHYHQLIQRWWKRVHLQTXHVWLRQ

$Q\
PRUDOFRQFHSWLRQZKLFKVHWVRXWLQVWLWXWLRQVDQGSULQFLSOHVZKLFKFUHDWH

 7KHLGHDRIDPRUDOFRQFHSWLRQ,WDNHIURP5DZOVDOWKRXJKKHQHYHUVSHFLILHVSUHFLVHO\ZKDWKH
XQGHUVWDQGVE\LW7KHLGHDLVQRQHWKHOHVVIDLUO\FOHDUIURPKLVGLVFXVVLRQRI¶SROLWLFDOFRQFHSWLRQV·
ZKLFKFRQVWLWXWHDVXEVHWRIDOOPRUDOFRQFHSWLRQV6HH3/SS5DZOV·V.DQWLDQ
FRQVWUXFWLYLVPRIIHUVDQRWKHUH[DPSOHVHH´.DQWLDQ&RQVWUXFWLYLVPLQ0RUDO7KHRU\µLQ5DZOV·V
&ROOHFWHG3DSHUVS
 $OWKRXJKDIILUPDWLRQRIDQ\VHWRIQRUPVXVXDOO\LPSOLHVWKHDSSURSULDWHQHVVRIWKHHPSOR\PHQWRI
VRPHNLQGRISUHVVXUHWRFRQIRUPFRHUFLRQLVDSDUWLFXODUO\VHULRXVNLQGRISUHVVXUHWRFRQIRUP
ZKLFKPDNHVWKHFRVWRIQRQFRQIRUPLW\KLJKHUWKDQGRRWKHUNLQGV7KLVJRHVVRPHZD\WRZDUGV
MXVWLI\LQJWKHIRFXVRQFRHUFLRQDVWKHNH\IHDWXUHRIUHTXLUHPHQWVRIMXVWLFH&I6DPXHO6FKHIIOHU
´,VWKH%DVLF6WUXFWXUH%DVLF"µS´DOWKRXJK,DPQRWVXUHWKDW5DZOVZRXOGRUVKRXOGFRQVWUXH
WKHEDVLFVWUXFWXUHLQSXUHO\FRHUFLYHWHUPVWKHUHLVRQHREYLRXVUHDVRQIRUGRLQJVRWKDWGRHVQRW
VHHPDUELWUDU\QDPHO\WKDWWKHFRHUFLYHVWUXFWXUHLVFRHUFLYHµ,WVHHPVREYLRXVWR6FKHIIOHUWKDW
FRHUFLRQLVLPSRUWDQWLQDZD\WKDWPRUDOGLVDSSURYDOVD\LVQRWDQGWKDWWKLVZRXOGEHDUHDVRQIRU
FRQFHQWUDWLQJSULPDULO\RQFRHUFLYHLQVWLWXWLRQV
 
UHTXLUHPHQWVRIMXVWLFHLVDPRUDOFRQFHSWLRQDSSURSULDWHIRUDWKHRU\RIMXVWLFH


)URPQRZRQZKHQ,XVHWKHSKUDVH¶PRUDOFRQFHSWLRQ·³DQG,VKDOOXVHLWRIWHQ³
,VKDOOPHDQ¶DPRUDOFRQFHSWLRQDSSURSULDWHIRUDWKHRU\RIMXVWLFH·
,VKDOOORRNDWWKHLGHDRIWKHUHOHYDQWLQGLYLGXDODQGWKHLGHDRIDFWXDO
DFFHSWDQFHLPSOLFLWLQWKHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHIXQGDPHQWDO
FRQWUDFWXDOLVWLGHDOLQDPRPHQW)LUVWDZRUGDERXWWKHFRQQHFWLRQVEHWZHHQ
DFWXDOFRQWUDFWXDOLVPMXVWLFHDQGOHJLWLPDF\$V,VKDOOIUDPHWKHLVVXHDFWXDO
FRQWUDFWXDOLVWWKHRULHVRIMXVWLFHFDQEHHLWKHUZKDW,FDOO¶SXUHOHJLWLPDF\WKHRULHV·
RU¶FRPELQHGWKHRULHV·EXWQRW¶UHJXODWLYHFRQFHSWLRQ·WKHRULHV,QWKHQH[WVHFWLRQ
,H[SODLQWKLVZD\RIIUDPLQJWKLQJVLQGHWDLO7KHQDIWHU,KDYHVDLGPRUHDERXW
UHOHYDQWLQGLYLGXDOVDQGDFWXDODFFHSWDQFH,GHVFULEHWKHJHQHUDOVWUXFWXUHRIDFWXDO
FRQWUDFWXDOLVP
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 $FWXDOFRQWUDFWXDOLVPDQGDSSURDFKHVWRMXVWLFH


:HRXJKWWRDFWLQDFFRUGDQFHZLWKWKRVHLQVWLWXWLRQVDQGSULQFLSOHVRIMXVWLFHLQRXU
VRFLHW\ZKLFKDUHMXVWLILHG,IDSULQFLSOHZKLFKIRUELGVKDUPLQJLQPRVW
FLUFXPVWDQFHVLVMXVWLILHGIRUH[DPSOHZHRXJKWQRWWRKDUPLQWKRVH
FLUFXPVWDQFHV6RPHLQVWLWXWLRQVDQGSULQFLSOHVPD\EHFRHUFLYHO\HQIRUFHGDQG

 :KHWKHUWKHVHLQVWLWXWLRQVDUHWKRVHRI5REHUW1R]LFN·VPLQLPDOVWDWHWKRVHRI5DZOV·V¶EDVLF
VWUXFWXUH·RURWKHUZLVHZLOOGHSHQGRQWKHFRQWHQWRIWKHPRUDOFRQFHSWLRQLQTXHVWLRQ7KLVLVQRW
SUHGHWHUPLQHGE\WKHFRQFHSWLRQRIZKLFKUHTXLUHPHQWVDUHUHTXLUHPHQWVRIMXVWLFHWKDW,SURSRVH
KHUH
 0\DFFRXQWLQWKLVVHFWLRQRZHVDJUHDWGHDOWRWKDWRI$-RKQ6LPPRQVLQKLVKHOSIXOGLVFXVVLRQLQ
´-XVWLILFDWLRQDQGOHJLWLPDF\µ
 
WKHFRHUFLYHHQIRUFHPHQWRIWKHPPXVWEHSDUWRIZKDWLVMXVWLILHG&RHUFLYH
HQIRUFHPHQWLVQRWDQH[WUDZKLFKFRPHVDXWRPDWLFDOO\ZKHQWKHVXEMHFWPDWWHURI
SULQFLSOHVLVZLWKLQDFHUWDLQUDQJH,WLVRSWLRQDODQGLILWLVLQFOXGHGLWWRRPXVWEH
MXVWLILHG
7KHZD\LQZKLFKWKHRULHVRIMXVWLFHMXVWLI\WKHSULQFLSOHVLQVWLWXWLRQVDQG
FRHUFLYHHQIRUFHPHQWRILQVWLWXWLRQVDQGSULQFLSOHVYDULHVIURPWKHRU\WRWKHRU\
6XSSRVHWKDWDW\UDQQLFDOGLFWDWRUVKLSXQMXVWLQDQ\RQH·VERRNLVWUDQVIRUPHG
LQVWDQWDQHRXVO\VRWKDWLWVLQVWLWXWLRQVDQGSULQFLSOHVLQFOXGLQJLWVODZVDUHWKRVH
DGYRFDWHGE\VRPHWKHRU\RIMXVWLFH6RPHWKHRULHVRIMXVWLFHZRXOGVD\RIWKLV
PLUDFXORXVO\WUDQVIRUPHGVRFLHW\WKDWZHFRXOGNQRZIURPWKLVDORQHWKDWLWKDG
EHFRPHLQVWDQWDQHRXVO\DMXVWRQH7KH\ZRXOGVD\WKLVUHJDUGOHVVRIWKHUHODWLRQV
RUDWWLWXGHVRUEHKDYLRXURIWKHPHPEHUVRIVRFLHW\EH\RQGWKHGLVSRVLWLRQWRDFWLQ
DFFRUGDQFHZLWKWKHLQVWLWXWLRQVDQGSULQFLSOHV&DOOWKHRULHVRIMXVWLFHWKDWZRXOG
VD\WKLVSXUHUHJXODWLYHFRQFHSWLRQWKHRULHVRIMXVWLFH2QHH[DPSOHRIDSXUHUHJXODWLYH
FRQFHSWLRQWKHRU\LVXWLOLWDULDQLVP1RQUXOHXWLOLWDULDQVWKLQNWKDWLIWKHIXOO\
FRQIRUPHGZLWKLQVWLWXWLRQVDQGSULQFLSOHVRIDVRFLHW\DUHVXFKWKDWWKH\SURGXFH
WKHJUHDWHVWKDSSLQHVVRIWKHJUHDWHVWQXPEHUWKHQWKDWVRFLHW\LVMXVW,IWKH
PLUDFXORXVWUDQVIRUPDWLRQLQYROYHGWKHVXGGHQHVWDEOLVKPHQWRIVXFKLQVWLWXWLRQV
DQGSULQFLSOHVLWZRXOGLQWKDWLQVWDQWEHFRPHRQDXWLOLWDULDQWKHRU\MXVW
1RZZHVXSSRVH,WKLQNWKDWDWOHDVWSDUWRIWKHUHDVRQWKDWZHKDYHWRDFWLQ
DFFRUGDQFHZLWKMXVWLQVWLWXWLRQVDQGSULQFLSOHVLVWKDWWKHVHLQVWLWXWLRQVDQG
SULQFLSOHVDUHWKRVHRIRXUVRFLHW\%XWSXUHUHJXODWLYHFRQFHSWLRQWKHRULHVRIMXVWLFH
GRQ·WPDNHWKLVIDFWDFHQWUDOFRPSRQHQWRIWKHLUH[SODQDWLRQVRIZK\ZHRXJKWWR
DFWLQDFFRUGDQFHZLWKWKHLQVWLWXWLRQVDQGSULQFLSOHVWKDWWKH\DGYRFDWH7KH\WHOO
XVWKDWWKHVHLQVWLWXWLRQVDQGSULQFLSOHVDUHWKHULJKWRQHVVLPSO\DQGWKDWWKHUHIRUH
ZHRXJKWWREHLPSOHPHQWLQJDQGDFWLQJLQDFFRUGDQFHZLWKWKHPLQRXUVRFLHW\
 
,IZHWKRXJKWWKDWDOOMXVWLQGLYLGXDODFWLRQZHUHHQWLUHO\GHWHUPLQDEOHLQ
DGYDQFHRIWKHHVWDEOLVKPHQWRIDQ\LQVWLWXWLRQVDQGSULQFLSOHVWRSUHVFULEHLWWKHQ
LWZRXOGQ·WPDNHPXFKVHQVHWRVXSSRVHWKDWHYHQSDUWRIWKHUHDVRQWKDWZHKDYH
WRDFWLQDFFRUGDQFHZLWKMXVWLQVWLWXWLRQVDQGSULQFLSOHVLVWKDWWKH\DUHWKRVHRIRXU
VRFLHW\,IZHFRXOGNQRZZKDWMXVWLFHZRXOGUHTXLUHRI-DFNLQHYHU\FRQFHLYDEOH
VLWXDWLRQWKDW-DFNFRXOGILQGKLPVHOILQDQGZLWKRXWFRQVXOWLQJWKHLQVWLWXWLRQVDQG
SULQFLSOHVHVWDEOLVKHGLQDQ\VRFLHW\WKDW-DFNKDSSHQHGWREHDPHPEHURIWKHQ
ZKDWUROHFRXOGWKHIDFWWKDWWKHLQVWLWXWLRQVDQGSULQFLSOHVRIWKHVRFLHW\RIZKLFK
-DFNLVDPHPEHUDUHWKRVHRIWKDWVRFLHW\SRVVLEO\SOD\LQDFFRXQWLQJIRUWKHUHDVRQ
WKDW-DFNKDVWRDFWLQDFFRUGDQFHZLWKWKHP"6LQFHZHGRVXSSRVHWKDWSDUWRIWKH
UHDVRQWKDWZHKDYHWRDFWLQDFFRUGDQFHZLWKMXVWLQVWLWXWLRQVDQGSULQFLSOHVLVWKDW
WKH\DUHWKRVHRIRXUVRFLHW\LWFDQ·WEHWKHFDVHWKDWZHWKLQNWKDWMXVWLQGLYLGXDO
DFWLRQLVHQWLUHO\GHWHUPLQDEOHLQDGYDQFHRIWKHHVWDEOLVKPHQWRIDQ\LQVWLWXWLRQVDQG
SULQFLSOHVWRSUHVFULEHLW
%XWWKLVRQLWVRZQGRHVQ·WWHOODJDLQVWSXUHUHJXODWLYHFRQFHSWLRQWKHRULHVIRU
DPRQJWKHLQVWLWXWLRQVWKH\SUHVFULEHPLJKWEHOHJLVODWLYHLQVWLWXWLRQVZLWKWKH
GLVFUHWLRQWROHJLVODWHDUDQJHRIWKLQJVZLWKLQFHUWDLQFRQVWUDLQWV$MXVWVRFLHW\
ZRXOGKDYHWRKDYHWKHVHLQVWLWXWLRQVEXWZHPD\NQRZWKLVZLWKRXWNQRZLQJ
SUHFLVHO\ZKDWZLOOEHUHTXLUHGRILQGLYLGXDOVLQDMXVWVRFLHW\EHFDXVHZHPD\QRW
NQRZZKLFKRIDUDQJHRISRVVLEOHUXOHVWKDWDUHFRQVLVWHQWZLWKMXVWLFHKDYHEHHQ
SUHVFULEHGE\WKHLQVWLWXWLRQV6RIRUH[DPSOHDWKHRU\RIMXVWLFHPLJKWDOEHLW
LPSODXVLEO\VD\WKDWZKHWKHURUQRWWKHUHVKRXOGEHDQDEVROXWHSURKLELWLRQRQ
VWULNLQJRWKHUVZLWKRQH·VILVWVVKRXOGGHSHQGXSRQKRZORQJLWWDNHVWKHWDOOHVW
PHPEHURIVRFLHW\WRFRXQWHYHU\RQHHOVH,ILWWDNHVKHUORQJHUWKDQDFHUWDLQ
DPRXQWRIWLPHWKHQWKHUHVKRXOGEHDQDEVROXWHSURKLELWLRQ,IQRWWKHUHVKRXOG
QRW,QWKLVFDVHMXVWLQGLYLGXDODFWLRQLVQ·WHQWLUHO\GHWHUPLQDEOHLQDGYDQFHRIWKH
 
HVWDEOLVKPHQWRIWKHLQVWLWXWLRQZKLFKLQYROYHVWKHWDOOHVWPHPEHURIVRFLHW\·V
FRXQWLQJHYHU\RQHHOVH6RSXUHUHJXODWLYHFRQFHSWLRQVDUHQ·WLQFRQVLVWHQWZLWKWKH
VXSSRVLWLRQWKDWSDUWRIWKHUHDVRQWKDWZHKDYHWRDFWLQDFFRUGDQFHZLWKMXVW
LQVWLWXWLRQVDQGSULQFLSOHVLVWKDWWKH\DUHWKRVHRIRXUVRFLHW\7KH\DUHWKHUHIRUH
QRWUXOHGRXWRQWKDWEDVLVDVSODXVLEOHFRQFHSWLRQVRIMXVWLFH
6RLIZHVWLOOWKLQNWKDWVRPHSDUWRIWKHH[SODQDWLRQZK\ZHRXJKWWRDFWLQ
DFFRUGDQFHZLWKMXVWLQVWLWXWLRQVDQGSULQFLSOHVJRHVPLVVLQJLQDSXUHUHJXODWLYH
FRQFHSWLRQWKHRU\ZHKDGEHWWHUUHILQHRXUXQGHUVWDQGLQJRIZKDWLWLV,SURSRVH
WKDWWKHSRLQWLVQRWPHUHO\WKDWWKHUHOHYDQWLQVWLWXWLRQVDQGSULQFLSOHVDUHWKRVHRI
RXUVRFLHW\EXWWKDWWKH\UHIOHFWLQVRPHLPSRUWDQWVHQVHWKHSDUWLFXODUGLVWLQFW
SHUVRQVZHDUH7KDWLVZK\WKHIDFWWKDWWKHSXUHUHJXODWLYHFRQFHSWLRQWKHRU\WKDW
,MXVWLPDJLQHGFDQ·WSUHVFULEHMXVWDFWLRQZLWKRXWUHIHUHQFHWRWKHPDNHXSRIWKH
UHOHYDQWVRFLHW\LVQ·WHQRXJKIRULWWRUHVSRQGDGHTXDWHO\WRWKHLQWXLWLRQ7KHWLPH
LWWDNHVWKHWDOOHVWSHUVRQLQVRFLHW\WRFRXQWHYHU\RQHHOVHLVQRWUHIOHFWLYHRIXVLQ
DQ\LPSRUWDQWVHQVH
2IWKHWKHRULHVRIMXVWLFHZKLFKDUHQRWSXUHUHJXODWLYHFRQFHSWLRQWKHRULHV
WKRVHZKRVHH[SODQDWLRQVRIZK\ZHRXJKWWRDFWLQDFFRUGDQFHZLWKMXVW
LQVWLWXWLRQVDQGSULQFLSOHVPDNHUHIHUHQFHVROHO\WRIDFWVDERXWWKHSDUWLFXODUSHUVRQV
ZHDUHLQWKHUHOHYDQWVHQVH,VKDOOFDOOSXUHOHJLWLPDF\WKHRULHVRIMXVWLFH7KHVH
WKHRULHVWDNHWKHVHIDFWVWREHUHOHYDQWEHFDXVHWKH\DUHVDLGWRJLYHULVHE\
WKHPVHOYHVWRREOLJDWLRQVWRFRPSO\ZLWKWKHLQVWLWXWLRQVDQGSULQFLSOHVRIVRFLHW\
7KH\PDNHWKRVHLQVWLWXWLRQVDQGSULQFLSOHVLQFOXGLQJSULQFLSOHVOLFHQVLQJFRHUFLYH
HQIRUFHPHQWMXVW<RXUVRFLHW\LVMXVWLIDQGRQO\LILWVPHPEHUVKDYHWKH
REOLJDWLRQVJHQHUDWHGLQWKHUHOHYDQWZD\DQGUHJDUGOHVVRIZKHWKHUWKHSULQFLSOHV
DQGLQVWLWXWLRQVRILWVPRUDOFRQFHSWLRQPHHWDQ\LQGHSHQGHQWO\VSHFLILHG
FRQGLWLRQV,QSULQFLSOHDQ\VHWRILQVWLWXWLRQVDQGSULQFLSOHVFRXOGEHMXVWRQD
 
SXUHOHJLWLPDF\WKHRU\DOWKRXJKLQHDFKFDVHWKLVZLOORIFRXUVHGHSHQGRQH[DFWO\
KRZREOLJDWLRQVRIMXVWLFHDUHVXSSRVHGWRGHSHQGXSRQIDFWVDERXWWKHUHOHYDQW
SHUVRQV7KHRULHVRIMXVWLFHZKLFKPDNHLWDQHFHVVDU\DQGVXIILFLHQWFRQGLWLRQIRU
WKHMXVWLFHRIDVRFLHW\WKDWLWEHUXOHGXVLQJIRUFHE\DSHUVRQZLWKKHUHGLWDU\WLWOH
WRWKHWKURQHDUHREYLRXVO\SXUHOHJLWLPDF\WKHRULHV7KDWSHUVRQ·VVXEMHFWVRXJKW
WRFRPSO\ZLWKWKHOHJLVODWLRQRIWKHLUPRQDUFKVLPSO\EHFDXVHWKH\DUHVXEMHFWVRI
WKDWPRQDUFKDIDFWDERXWWKHPZKHWKHUWKH\DUHUXOHGE\KHURUQRW7KHLU
VXEMHFWKRRGLVDVSHFLDOREOLJDWLRQJHQHUDWLQJIDFWDERXWWKHP,IWKH\ZHUHVXEMHFWV
RIVRPHRWKHUSHUVRQWKHQWKLVPRQDUFK·VUXOHZRXOGQRWEHMXVWHYHQLIZKDWVKH
OHJLVODWHGZDVH[DFWO\ZKDWWKHULJKWIXOPRQDUFKZRXOGOHJLVODWH&RPSDUHWKH
REOLJDWLRQWKDW,PLJKWEHWDNHQWRKDYHWRREH\P\SDUHQWV
3XUHUHJXODWLYHFRQFHSWLRQWKHRULHVDQGSXUHOHJLWLPDF\WKHRULHVOLHDWRSSRVLWH
HQGVRIDVSHFWUXP,QEHWZHHQDUHWKHRULHVRIMXVWLFHZKLFKFRPELQHWKHWZRVHH
)LJXUHVDQGEHORZ7KLVFDQEHGRQHLQWKUHHGLIIHUHQWZD\V7KHILUVWDQG
SHUKDSVPRVWREYLRXVZD\WRFRPELQHWKHPLVWRVXEMHFWVRPHRIWKHLQVWLWXWLRQV
DQGSULQFLSOHVRIDPRUDOFRQFHSWLRQWRDSXUHOHJLWLPDF\WHVWDQGRWKHUVWRDSXUH
UHJXODWLYHFRQFHSWLRQWHVW6RIRUH[DPSOHZHPLJKWVD\WKDWWKLVVRFLHW\·V
FRQVWLWXWLRQRXJKWLILWLVWREHMXVWWRPHHWDVHWRIFRQGLWLRQVGHWHUPLQHG
LQGHSHQGHQWO\RIDQ\IDFWVDERXWWKHVHSDUWLFXODUSHUVRQVZKRFRPSRVHWKLVVRFLHW\
%XWDWWKHVDPHWLPHZHPLJKWVD\WKDWWKHODZVQRWSHUWDLQLQJWRWKHFRQVWLWXWLRQ
RXJKWWREHGHWHUPLQHGE\PDMRULW\YRWHFRQFHLYHGDVDPHDQVRIPDNLQJNQRZQ
WKHJHQHUDOZLOO2UZHPLJKWVD\WKDWWKHSHUVRQZLWKOHJLWLPDWHFODLPWRWKHWKURQH
RXJKWWRJRYHUQZLWKLQDFOHDUO\ERXQGHGDUHDRXWVLGHZKLFKWKHFRQWHQWRIWKHODZV
VKRXOGEHLQGHSHQGHQWRIKHUOHJLVODWLRQ,VKDOOFDOOWKHRULHVZKLFKFRPELQH
UHJXODWLYHFRQFHSWLRQDQGOHJLWLPDF\YLHZVLQWKLVZD\VSOLWFRQGLWLRQWKHRULHV
 
7KHVHFRQGZD\WRFRPELQHWKHPLVWRRIIHUDQDFFRXQWRIZK\ZHRXJKWWR
EHKDYHLQDFFRUGDQFHZLWKMXVWLQVWLWXWLRQVDQGSULQFLSOHVZKLFKVHHVXVDVREOLJHG
RQO\EHFDXVHRIERWKIDFWVDERXWRXUSHUVRQVDQGWKHIDFWWKDWWKRVHLQVWLWXWLRQVDQG
SULQFLSOHVPHHWFRQGLWLRQVWKDWWKRVHRIDPRUDOFRQFHSWLRQRXJKWWRPHHW
LQGHSHQGHQWO\RIIDFWVDERXWXV2QO\LIDVRFLHW\·VPRUDOFRQFHSWLRQPHHWVWKH
UHOHYDQWFRQGLWLRQVDQGHDFKRILWVPHPEHUVKDVREOLJDWLRQVJHQHUDWHGLQWKHZD\
WKDWWKHDFFRXQWVSHFLILHVFDQWKHVRFLHW\EHVDLGWREHMXVW6RIRUH[DPSOHZH
PLJKWVD\WKDWHYHU\LQVWLWXWLRQDQGSULQFLSOHLQDMXVWVRFLHW\RXJKWWRUHIOHFWWKH
JHQHUDOZLOODQGRXJKWWREHMXVWLILHGDFFRUGLQJWRVRPHFULWHULRQLQGHSHQGHQWRI
IDFWVDERXWWKHSDUWLFXODUGLVWLQFWSHUVRQVZKRFRPSRVHVRFLHW\,IWKHPRUDO
FRQFHSWLRQUHIOHFWVWKHJHQHUDOZLOOEXWGRHVQRWPHHWWKHLQGHSHQGHQWFULWHULRQLWLV
QRWMXVW,IWKHPRUDOFRQFHSWLRQPHHWVWKHLQGHSHQGHQWFULWHULRQEXWGRHVQRW
UHIOHFWWKHJHQHUDOZLOOLWLVQRWMXVW,VKDOOFDOOWKHRULHVZKLFKFRPELQHUHJXODWLYH
FRQFHSWLRQDQGOHJLWLPDF\YLHZVLQWKLVZD\GXDOFRQGLWLRQWKHRULHV
7KHWKLUGZD\WRFRPELQHWKHWZRYLHZVLVDPL[WXUHRIWKHILUVWWZR
$FFRUGLQJWRPL[HGFRQGLWLRQWKHRULHVZHRXJKWWREHKDYHLQDFFRUGDQFHZLWKVRPHMXVW
LQVWLWXWLRQVDQGSULQFLSOHVLQVRFLHW\·VPRUDOFRQFHSWLRQEHFDXVHWKH\PHHWFHUWDLQ
FRQGLWLRQVjODSXUHUHJXODWLYHFRQFHSWLRQWKHRULHV2UZHRXJKWWREHKDYHLQ
DFFRUGDQFHZLWKWKHPEHFDXVHWKH\DUHDSSURSULDWHO\UHIOHFWLYHRIWKHGLVWLQFW
SHUVRQVZHDUHjODSXUHOHJLWLPDF\WKHRULHV2UZHRXJKWWREHKDYHLQDFFRUGDQFH
ZLWKVRPHEHFDXVHWKH\PHHWFHUWDLQFRQGLWLRQVDQGZLWKRWKHUVEHFDXVHWKH\UHIOHFW
WKHGLVWLQFWSHUVRQVWKDWZHDUH,QDGGLWLRQZHRXJKWWREHKDYHLQDFFRUGDQFHZLWK
VWLOORWKHUVERWKEHFDXVHWKH\PHHWFHUWDLQFRQGLWLRQVDQGEHFDXVHWKH\DUH
DSSURSULDWHO\UHIOHFWLYHRIWKHSDUWLFXODUGLVWLQFWSHUVRQVZHDUH6RIRUH[DPSOH
VRPHRQHPLJKWDGYRFDWHDWKHRU\ZKLFKKHOGWKDWDFHUWDLQDUHDRIOHJLVODWLRQ
RXWVLGHZKLFKWKHODZVVKRXOGEHVHWLQVWRQHVKRXOGEHJRYHUQHGE\DSHUVRQZLWK
 
OHJLWLPDWHFODLPWRWKHWKURQHEXWVRWKDWKHUGHFUHHVZHUHFRH[WHQVLYHZLWKZKDWLV
MXVWLILHGLQGHSHQGHQWO\RIKHUZLOO7KLVZRXOGEHDPL[HGFRQGLWLRQWKHRU\





)LJXUH

3XUHUHJXODWLYHFRQFHSWLRQWKHRULHVVXEMHFWDOOHOHPHQWVRIDVRFLHW\·VPRUDOFRQFHSWLRQWRD
UHJXODWLYHFRQFHSWLRQWHVWEOXHRQO\3XUHOHJLWLPDF\WKHRULHVVXEMHFWDOOHOHPHQWVRIDVRFLHW\·V
PRUDOFRQFHSWLRQWRDOHJLWLPDF\WHVWUHGRQO\6SOLWFRQGLWLRQWKHRULHVDQGPL[HGFRQGLWLRQ
WKHRULHVVXEMHFWVRPHHOHPHQWVRIDVRFLHW\·VPRUDOFRQFHSWLRQWRRQHWHVWVRPHWRWKHRWKHU0L[HG
FRQGLWLRQWKHRULHVDOVRVXEMHFWVRPHHOHPHQWVWRERWKWHVWV

)LJXUH

'XDOFRQGLWLRQWKHRULHVVXEMHFWDOOHOHPHQWVRIDVRFLHW\·VPRUDOFRQFHSWLRQWRERWKDUHJXODWLYH
FRQFHSWLRQWHVWEOXHDQGDOHJLWLPDF\WHVWUHG

1RZDFWXDOFRQWUDFWXDOLVWWKHRULHVPD\EHSXUHOHJLWLPDF\WKHRULHVRUWKH\PD\EH
FRPELQHGWKHRULHVLHHLWKHUVSOLWGXDORUPL[HGFRQGLWLRQWKHRULHV%XWWKH\
 
FDQQRWEHSXUHUHJXODWLYHFRQFHSWLRQWKHRULHVVLQFHWKH\DOZD\VLQFOXGHWKH
UHTXLUHPHQWWKDWDMXVWVRFLHW\VDWLVI\WKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQ³LQLWV
DFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQ³RIWKHUHOHYDQWPRUDOFRQFHSWLRQ$VZHVDZDW
WKHRXWVHWWKHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHLGHDOLQYROYHVUHOHYDQW
LQGLYLGXDOV·DFWXDODFFHSWDQFHRIWKHPRUDOFRQFHSWLRQ6RMXVWLFHLVQRWDWWDLQDEOH
ZLWKRXWDFWXDODFFHSWDQFHDQGWKHH[SODQDWLRQRIZK\DPRUDOFRQFHSWLRQLVMXVW
PDNHVLQHOLPLQDEOHUHIHUHQFHWRDIDFWDERXWWKHSDUWLFXODUGLVWLQFWSHUVRQVWKDW
FRPSRVHVRFLHW\WKHIDFWRIWKHLUDFWXDODFFHSWDQFH7KLVLVZK\DFWXDO
FRQWUDFWXDOLVWVFDQQRWEHSXUHUHJXODWLYHFRQFHSWLRQWKHRULVWV
$FWXDOFRQWUDFWXDOLVWWKHRULHVZKLFKDUHDOVRSXUHOHJLWLPDF\WKHRULHVVHWQR
IXUWKHUFRQGLWLRQVIRUWKHMXVWLFHRIDQ\JLYHQVRFLHW\EH\RQGWKDWLWVPRUDO
FRQFHSWLRQVKRXOGPHHWWKHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHFRQWUDFWXDOLVW
LGHDO$FWXDOFRQWUDFWXDOLVWWKHRULHVZKLFKDUHFRPELQHGWKHRULHVVHWLQGHSHQGHQW
FRQGLWLRQVRQDWOHDVWVRPHRIWKHLQVWLWXWLRQVDQGSULQFLSOHVRIVRFLHW\·VPRUDO
FRQFHSWLRQDQGUHTXLUHWKHVDWLVIDFWLRQRIWKHFRQWUDFWXDOLVWLGHDOZLWKUHVSHFWWRDW
OHDVWVRPHRWKHUVWKH\KDYHDUHJXODWLYHFRQFHSWLRQFRPSRQHQW7KHPRVW
GHPDQGLQJIRUPRIDFWXDOFRQWUDFWXDOLVPLVGXDOFRQGLWLRQDFWXDOFRQWUDFWXDOLVP
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RXWFRPHRIDFRPSXOVLRQRUWKHRQO\PHWDSK\VLFDOSRVVLELOLW\2WKHUZLVHWRVD\¶\RX
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DOPRVWUHJDUGOHVVRIWKHYDOXHLWDVVLJQVWRWKHILUVWYDULDEOH6RPHLQGLYLGXDOVPD\
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EHDUHDVRQWRHQGRUVHWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDWDOO7KHH[WHQWRI
WKHUHVWULFWLRQPRUHRYHUQHHGQRWEHGHWHUPLQHGLQDQDGKRFPDQQHUEXWDVDUHVXOW
RIUHDVRQLQJZKLFKFRQQHFWVZLWKWKLVIXQGDPHQWDOFRQFHUQ,VKDOOVD\PRUHDERXW
WKLVEHORZ


 7KHVKDSHRIDFWXDOFRQWUDFWXDOLVP
:LWKPDQ\RIWKHLUFRPSRQHQWVFODULILHGLQWKHSUHFHGLQJVHFWLRQV,VKDOOQRZWU\
WRJLYHDEULHIVNHWFKRIWKHJHQHUDOVWUXFWXUHRIDFWXDOFRQWUDFWXDOLVWWKHRULHV$V
ZHKDYHVHHQVXFKWKHRULHVVD\WKDWDPRUDOFRQFHSWLRQRUVRPHSDUWRILWPXVW
PHHWWKHFRQGLWLRQRIDFWXDODFFHSWDQFHE\HDFKUHOHYDQWLQGLYLGXDO7KLVLVWKHLU
GHILQLQJFKDUDFWHULVWLFDQGWKHLUFHQWUDOVWUXFWXUDOIHDWXUHLVWKHWUDQVLWLRQYLDDFWXDO
DFFHSWDQFHDVDWOHDVWDQHFHVVDU\FRQGLWLRQRIWKHH[LVWHQFHRIRXUREOLJDWLRQVWR
FRPSO\ZLWKWKDWPRUDOFRQFHSWLRQ·VLQVWLWXWLRQVDQGSULQFLSOHV$Q\SODXVLEOHVXFK
WKHRU\PXVWRIIHUXQGHUVWDQGLQJVRIWKHPHDQLQJRI¶DFWXDODFFHSWDQFH·DQG
¶UHOHYDQWLQGLYLGXDO·³DVVLJQPHQWVRIZKDW,KDYHFDOOHGWKHYDULDEOHVRIDFFHSWDQFH
DQGVFRSH³ZKLFKDUHFRQVRQDQWZLWKWKHXQGHUO\LQJDWWUDFWLRQRIDFWXDO
FRQWUDFWXDOLVP·VLQWHUSUHWDWLRQRIWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQ,WPXVWEH
PDGHFOHDUZKDWLVLQYROYHGLQDFWXDOO\DFFHSWLQJDPRUDOFRQFHSWLRQ
 
1RZQRWLFHWKDWLQSRVWXODWLQJWKHQHFHVVDU\FRQGLWLRQRIDFWXDODFFHSWDQFH
DFWXDOFRQWUDFWXDOLVWVWDNHHDFKUHOHYDQWLQGLYLGXDOWREHLQHIIHFWWKHEHDUHURID
PRUDOULJKWDJDLQVWDWWKHYHU\OHDVWFRHUFLRQWREHKDYHLQDFFRUGDQFHZLWKVRPH
LQVWLWXWLRQVDQGSULQFLSOHVZKLFKVKHGRHVQRWDFWXDOO\DFFHSW7KLVLVPLQLPDOO\D
ULJKWDJDLQVWFRHUFLRQEHFDXVHDV,VWLSXODWHGLQVHFWLRQDERYHDPRUDOFRQFHSWLRQ
VSHOOVRXWDWOHDVWFRHUFLYHO\HQIRUFHDEOHLQVWLWXWLRQVDQGSULQFLSOHV7KLVULJKW
IRUPVDWOHDVWSDUWRIWKHPRUDOEDFNGURSIRUWKHDFWXDOFRQWUDFWXDOLVWWKHRU\$
FRUUHODWHRIWKHGHPDQGIRUDFWXDODFFHSWDQFHWKLVPRUDOEDFNGURSLVWKHVHFRQGRI
DFWXDOFRQWUDFWXDOLVP·VPDLQVWUXFWXUDOIHDWXUHV7KHWUDQVLWLRQWRDQDFWXDOO\
DFFHSWHGPRUDOFRQFHSWLRQPXVWWDNHSODFHDJDLQVWWKLVPRUDOEDFNGURS
6XFKWKHRULHVQHHGQRWVD\DQ\WKLQJPRUHDQGVRPHSXUHOHJLWLPDF\YHUVLRQV
PLJKWQRW7KH\PLJKWRIFRXUVHGHVFULEHWKHUHOHYDQWSDUWRIWKHPRUDO
FRQFHSWLRQWKDWWKH\WKLQNPRVWOLNHO\WRDFKLHYHDFFHSWDQFHDQGWKHUHIRUHWREH
WKDWRIDMXVWVRFLHW\EXWWKLVGHVFULSWLRQZRXOGGRQRQRUPDWLYHZRUN,IQRRQH
DFWXDOO\GRHVDFFHSWVXFKDFRQFHSWLRQWKHIDFWWKDWLWVHHPVLQDGYDQFHPRUHOLNHO\
WRDFKLHYHOHJLWLPDF\WKURXJKDFWXDODFFHSWDQFHWKDQVRPHWKLQJWKDWHYHU\RQH
DFWXDOO\GRHVDFFHSWGRHVQRWPDNHLWULJKWWRLPSRVHLW
%XWWKHPRUDOEDFNGURSQHHGQ·WEHUHVWULFWHGWRDULJKWDJDLQVWFRHUFLRQWR
EHKDYHLQDFFRUGDQFHZLWKSULQFLSOHVWKDWRQHGRHVQ·WDFFHSW$QLPSRUWDQWZD\LQ
ZKLFKLWPLJKWEHH[SDQGHGEH\RQGVXFKDUHVWULFWLRQLVWKLVWKHPRUDOEDFNGURS
LWVHOILVWDNHQWRLQFOXGHFHUWDLQLQVWLWXWLRQVDQGSULQFLSOHVRIMXVWLFH

7KLVLVQRW
FRQVLVWHQWKRZHYHUZLWKDSXUHOHJLWLPDF\WKHRU\7KHWUDQVLWLRQYLDDFWXDO

 ,WLVUHDVRQDEOHWRWDONRIMXVWLFHZLWKUHJDUGWRDVRFLHW\VXEMHFWWRWKHRULJLQDOPRUDOFRQFHSWLRQLI
WKHPRUDOFRQFHSWLRQLQFOXGHVSULQFLSOHVPDQGDWLQJWKHFRHUFLYHHQIRUFHPHQWRILQVWLWXWLRQVDQG
SULQFLSOHV7KHODFNRIDVWDWH³XQGHUVWRRGDVKDYLQJDPRQRSRO\RQWKHOHJLWLPDWHXVHRIIRUFH³
GRHVQRWLQP\YLHZUHQGHULQDSSOLFDEOHWDONRIMXVWLFH6HH6HFWLRQDERYH
 
FRQWUDFWXDOLVWDFFHSWDQFHWRWKHDFFHSWHGPRUDOFRQFHSWLRQWDNHVSODFHDJDLQVWWKH
EDFNJURXQGRIDQRWKHUPRUDOFRQFHSWLRQVRPHRIZKLFKDWOHDVWLVQRWLWVHOI
VXEMHFWHGWRWKHDFWXDOFRQWUDFWXDOLVWWHVW+RZWKLVZRUNVRXWGHSHQGVRQWKHNLQGV
RIUHVWULFWLRQVWKDWWKHSULQFLSOHVRIWKHEDFNJURXQGPRUDOFRQFHSWLRQDUHWDNHQWR
LPSRVH6XSSRVHWKDWWKHLQVWLWXWLRQVDQGSULQFLSOHVWKDWWKHEDFNJURXQGPRUDO
FRQFHSWLRQLQYROYHVDUHWDNHQWRLPSRVHDEVROXWHUHVWULFWLRQVRQZKDWFDQEH
DFFHSWHGVRWKDWVRFLHW\FDQQRWEHMXVWH[FHSWLIWKHVHLQVWLWXWLRQVDQGSULQFLSOHVDUH
SDUWRILWVPRUDOFRQFHSWLRQ,QWKDWFDVHVRFLHW\LVMXVWSULRUWRWKHDFWXDO
FRQWUDFWXDOLVWWUDQVLWLRQWRDQHZPRUDOFRQFHSWLRQDQGLWPD\QRWEHDIWHUZDUGV,I
WKHQHZO\DFFHSWHGPRUDOFRQFHSWLRQYLRODWHVWKHRULJLQDOFRQFHSWLRQ·VUHVWULFWLRQV
LW·VQRWMXVW,ILWGRHVQ·WLWLVMXVWEXWWRWKHH[WHQWWKDWWKHQHZPRUDOFRQFHSWLRQ
VLPSO\UHSHDWVWKHUHVWULFWLRQVRIWKHRULJLQDORQHDFWXDODFFHSWDQFHLVGRLQJQR
ZRUNDWDOO7KHRULJLQDOPRUDOFRQFHSWLRQPD\KRZHYHUOHDYHURRPIRUGLVFUHWLRQ
RYHUYDULRXVGRPDLQVRIFRQGXFW³LWPD\VD\QRWKLQJDERXWWKHPH[FHSWWKDW
UHJXODWLRQRIWKHPPXVWPHHWWKHDFWXDOFRQWUDFWXDOLVWWHVW³LQPXFKWKHVDPHZD\
WKDWDQXQDOWHUDEOHFRQVWLWXWLRQUHTXLULQJGHPRFUDWLFGHFLVLRQPDNLQJOHDYHVURRP
IRUFROOHFWLYHGLVFUHWLRQRYHUWKRVHGRPDLQVDERXWZKLFKLWSHUPLWVGHPRFUDWLF
GHFLVLRQVWREHPDGH,QWKDWFDVHLQWKRVHGRPDLQVWKHDFWXDOFRQWUDFWXDOLVW
UHTXLUHPHQWGRHVGRZRUNLQMXVWLI\LQJLQVWLWXWLRQVDQGSULQFLSOHVJRYHUQLQJWKRVH
GRPDLQV7KHSLFWXUHDVDZKROHLVIRUDOO,KDYHVDLGDVSOLWWKHRU\VRPHDVSHFWV
RIWKHDGYRFDWHGPRUDOFRQFHSWLRQVXEMHFWHGWRDSXUHUHJXODWLYHFRQFHSWLRQWHVW
RWKHUVWRDSXUHOHJLWLPDF\WHVW7KDWERWKWHVWVDUHPHWVXIILFHVIRUWKHMXVWLFHRI
VRFLHW\
6RWKHRULJLQDOPRUDOFRQFHSWLRQZKLFKLVQRWVXEMHFWWRWKHDFWXDO
FRQWUDFWXDOLVWWHVWGHWHUPLQHVWKHFRQWHQWRIWKHQHZPRUDOFRQFHSWLRQGLUHFWO\
EHFDXVHLWVLPSO\VSHFLILHVSDUWRIWKHILQDOPRUDOFRQFHSWLRQ$QGGHSHQGLQJRQ
 
WKHJURXQGVWKDWLQIRUPLQGLYLGXDOV·DFWXDODFFHSWDQFHLWPD\GRVRLQGLUHFWO\
EHFDXVHLWPD\H[HUFLVHDQLQIOXHQFHRQWKHFRQWHQWRIWKHRWKHUSDUW6RIRU
H[DPSOHWKHRULJLQDOPRUDOFRQFHSWLRQPLJKWVWLSXODWHUREXVWULJKWVRIVHOI
RZQHUVKLS

EXWVD\QRWKLQJDERXWDFTXLVLWLRQRURZQHUVKLSRISURSHUW\H[FHSWWKDW
WKHUHOHYDQWLQVWLWXWLRQVDQGSULQFLSOHVPXVWPHHWWKHDFWXDOFRQWUDFWXDOLVWWHVW%XW
WKHULJKWVRIVHOIRZQHUVKLSPD\LQIRUPWKHFRQWHQWRIZKDWHDFKSHUVRQDFWXDOO\
DFFHSWVZLWKUHJDUGWRLQVWLWXWLRQVDQGSULQFLSOHVRISURSHUW\DFTXLVLWLRQDQG
RZQHUVKLS)RULQVWDQFHWKHSK\VLFDOO\VWURQJHUPD\QRWLQWLPLGDWHWKHZHDNHULQWR
DFFHSWLQJXQHTXDOULJKWVRIDFTXLVLWLRQ7RWKHH[WHQWWKDWZLWKRXWVXFK
LQWLPLGDWLRQWKHULJKWVRIDFTXLVLWLRQZLOOEHPRUHHTXDOWKHRULJLQDOPRUDO
FRQFHSWLRQLQIRUPVWKHFRQWHQWRIWKHILQDOPRUDOFRQFHSWLRQZKLFKLQFOXGHV
LQVWLWXWLRQVDQGSULQFLSOHVRISURSHUW\DFTXLVLWLRQ
7KHVHDUHWKHSRVVLELOLWLHVWKDWSUHVHQWWKHPVHOYHVLIWKHPRUDOEDFNGURSLQDQ
DFWXDOFRQWUDFWXDOLVWWKHRU\LQYROYHVDPRUDOFRQFHSWLRQZKRVHUHVWULFWLRQVDUHWDNHQ
WREHDEVROXWH6XSSRVHQRZWKDWWKHLQVWLWXWLRQVDQGSULQFLSOHVRIWKHEDFNJURXQG
PRUDOFRQFHSWLRQDUHWDNHQWRLPSRVHUHVWULFWLRQVZKLFKDUHQRWDOODEVROXWHVR
WKDWWKHPRUDOFRQFHSWLRQOHJLWLPLVHGE\WKHDFWXDOFRQWUDFWXDOLVWWUDQVLWLRQPD\
MXVWO\LQYROYHUHVWULFWLRQVZKLFKFRQWUDYHQHQRUPVLPSRVHGXQGHUWKHRULJLQDO
FRQFHSWLRQ,QWKLVFDVHDVRFLHW\LVMXVWRQO\LIWRWKHH[WHQWWKDWLWVPRUDO
FRQFHSWLRQGHYLDWHVIURPWKHRULJLQDOEDFNJURXQGPRUDOFRQFHSWLRQLWLVDFWXDOO\
DFFHSWHGE\DOOPHPEHUVRIVRFLHW\DJDLQVWWKHEDFNGURSRIWKDWPRUDOFRQFHSWLRQ
7KHHQGRUVHPHQWRIWKHRULJLQDOPRUDOFRQFHSWLRQDVSDUWRIWKHDFWXDO
FRQWUDFWXDOLVW·VPRUDOEDFNGURSKDVWKHHIIHFWRIVSHFLI\LQJQRWRQO\DVHWRI
LQVWLWXWLRQVDQGSULQFLSOHVZKLFKDUHMXVWHYHQLIWKH\DUHQRWDFFHSWHGE\HDFK

 6HH0LFKDHO2WVXND/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\S
 
SHUVRQEXWDOVRDVZLWKWKHDEVROXWHO\UHVWULFWLQJEDFNJURXQGPRUDOFRQFHSWLRQ
YLHZDVHWRIEDUJDLQLQJSRVLWLRQVZKLFKPD\LQIRUPLQWKHZD\,GHVFULEHGD
PRPHQWDJRWKHFRQWHQWRIDQ\MXVWGHYLDWLRQVIURPWKHFRQWHQWRIWKHRULJLQDO
PRUDOFRQFHSWLRQWKURXJKDFWXDODFFHSWDQFH)RUDV,FODLPHGDERYHWKHPRUDO
EDFNGURSPXVWEHLQSODFHDVSDUWRIWKHDFWXDOFRQWUDFWXDOLVWUHTXLUHPHQWRIDFWXDO
DFFHSWDQFHRIWKHPRUDOFRQFHSWLRQWKDWLVXOWLPDWHO\SURGXFHGDQGHQGRUVHG:KDW
SHRSOHDFFHSWDJDLQVWWKLVEDFNJURXQGUDWKHUWKDQDJDLQVWDQ\RWKHULVWKHQZKDW
LVUHOHYDQW
,QHLWKHUFDVHWKHH[SDQGHGEDFNGURSPD\DOVRLQIRUPWKHFRQWHQWRIWKHQHZ
PRUDOFRQFHSWLRQLQDQRWKHUZD\WKDWLWLVZRUWKEULQJLQJRXW$VZHKDYHMXVWVHHQ
VLQFHWKHDFWXDOFRQWUDFWXDOLVWWUDQVLWLRQPXVWWDNHSODFHDJDLQVWWKHMXVWEDFNJURXQG
RIWKHRULJLQDOPRUDOFRQFHSWLRQLQGLYLGXDOV·EDUJDLQLQJSRVLWLRQVDUHVHWE\WKH
FRQWHQWRIWKHRULJLQDOPRUDOFRQFHSWLRQ1RZKRZWKLQJVDUHIRULQGLYLGXDOV
DJDLQVWWKHPRUDOEDFNJURXQGGHWHUPLQHVWKHLUEDUJDLQLQJSRVLWLRQVUHJDUGOHVVRI
ZKHWKHULWLVH[SDQGHGRUQRW+RZHYHUZKHQLWLVH[SDQGHGWKHUHLVDFHUWDLQ
PRUDOHQGRUVHPHQWRQWKHSDUWRIWKHWKHRULVWRIWKRVHEDUJDLQLQJSRVLWLRQVWKH\
DUHWKHULJKWEDUJDLQLQJSRVLWLRQVIRULQGLYLGXDOVWRKDYHQRWMXVWWKRVHZKLFK
LQGLYLGXDOVKDSSHQWRKDYH7KHH[SDQGHGPRUDOEDFNGURSVHWVDPRUDOEDVHOLQH
7KHQRDJUHHPHQWSRLQWWKHUHIRUHUHSUHVHQWVQRWWKHLPSRVVLELOLW\RIMXVWLFHJLYHQ
WKHFLUFXPVWDQFHVDVLWZRXOGLQDQXQH[SDQGHGEDFNGURSEXWLQVWHDGDFWVDV
MXVWLFH·VGHIDXOWSRVLWLRQ,QVRPHFDVHVWKLVIDFWPLJKWDIIHFWZKDWDSHUVRQZRXOG
FRQVHQWWR6XSSRVHWKDWWKHPRUDOEDFNGURSLQFOXGHVOLEHUWDULDQVHOIRZQHUVKLS
ULJKWVZKLFKPD\EHUHSODFHGLIWKHLUUHSODFHPHQWSDVVHVWKHDFWXDOFRQWUDFWXDOLVW
WHVW6XSSRVHIXUWKHUWKDW,DPYHU\PXFKRSSRVHGWRWKHVHULJKWVEHFDXVH,VHHP\
UROHDQGWKDWRIRWKHUVLQP\VRFLHW\DVWRROVLQWKHVHUYLFHRIWKHJORU\RI*RG
$QGVXSSRVHILQDOO\WKDWHYHU\RQHHOVHLQP\VRFLHW\LVDOVRYHU\UHOLJLRXVEXW
 
QHYHUWKHOHVVDIILUPVJUHDWHULQGLYLGXDOOLEHUW\WKDQ,GRLIQRWDVPXFKDVWKH
OLEHUWDULDQPRUDOEDFNGURS1RZDJDLQVWDPLQLPDOPRUDOEDFNGURS,PLJKWKDYH
FRQWHPSODWHGUHIXVLQJWRDFFHSWDQ\WKLQJEXWP\JORU\RI*RGPRUDOFRQFHSWLRQ
,WLVKLJKO\XQOLNHO\WKDWWKLVPRUDOFRQFHSWLRQFRXOGKDYHVHFXUHGXQDQLPRXV
DFFHSWDQFHEXWLQWKDWFDVHLI,KDGDOVRUHIXVHGWRDFFHSWDQ\WKLQJHOVHWKHUH
ZRXOGKDYHEHHQQRPRUDOFRQFHSWLRQWKDWLWZRXOGEHMXVWWRLPSRVHRQXVDOO
-XVWLFHVLPSO\ZRXOGQ·WKDYHDSSOLHGLQRXUVRFLHW\VLQFHWKHIDOOEDFNSRVLWLRQ³WKH
PLQLPDOPRUDOEDFNGURS³ZRXOGQ·WKDYHLQYROYHGWKHLPSRVLWLRQRIDQ\PRUDO
FRQFHSWLRQLWVHOI,PLJKWKDYHWKRXJKWWKLVSUHIHUDEOHWRJLYLQJZKDW,VHHDVD
ZDWHUHGGRZQUHOLJLRXVPRUDOFRQFHSWLRQMXVWLFH·VVHDORIDSSURYDODQGVRKDYH
GHFLGHGWRKROGRXWIRUP\IDYRXUHGPRUDOFRQFHSWLRQRUQRWKLQJDWDOO%\
FRQWUDVWDJDLQVWWKHOLEHUWDULDQPRUDOEDFNGURS,PLJKWVHWWOHIRUWKHZDWHUHGGRZQ
PRUDOFRQFHSWLRQDVPRUDOO\FORVHUWRP\IDYRXUHGPRUDOFRQFHSWLRQWKDQWKH
EDFNGURSLWVHOI³EHWWHUWKDWMXVWLFHLQYROYHVVRPHRIP\UHOLJLRXVDLPVWKDQWKDWLW
LQYROYHVQRQHDVLWZLOOLIWKHUHLVQRXQDQLPLW\³DQGWKHUHIRUHDFFHSWLW6RWKH
IDFWWKDWWKHH[SDQGHGPRUDOEDFNGURSVHWVDPRUDOEDVHOLQHZLWKMXVWLFH·VVHDORI
DSSURYDOPD\TXLWHDSDUWIURPWKHIDFWWKDWLWVHWVVD\OHYHOVRIPDWHULDOZHOOEHLQJ
DQGQRQLQWHUIHUHQFHIURPRWKHUVLQIRUPWKHFRQWHQWRIDQ\PRUDOFRQFHSWLRQWKDW
SDVVHVWKHDFWXDOFRQWUDFWXDOLVWWHVW
7KHPRUDOEDFNGURSWKHQLVDIXQGDPHQWDOSDUWRIDQ\DFWXDOFRQWUDFWXDOLVW
WKHRU\$WPLQLPXPLWLQFOXGHVWKHULJKWQRWWREHFRHUFHGWRFRQIRUPWRVRPH
LQVWLWXWLRQVDQGSULQFLSOHVRIMXVWLFHWKDWRQHGRHVQRWDFWXDOO\DFFHSWEXWLWPD\EH
H[SDQGHGWRLQFOXGHDQ\QXPEHURIIXUWKHUULJKWVSULQFLSOHVDQGLQVWLWXWLRQV6XFK
H[SDQVLRQVDUHQRWLQFRQVLVWHQWZLWKWKHPRUDOULJKWZKLFKLVWKHIRXQGDWLRQRIWKH
WKHRU\·VDFWXDOFRQWUDFWXDOLVP$JDLQVWWKHPRUDOEDFNGURSHQWDLOHGE\LWDV
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DFFHSWWKRVHSULQFLSOHV,KDYHDOUHDG\VDLGWKDWWKHDFWXDOFRQWUDFWXDOLVW
LQWHUSUHWDWLRQRIWKHFRQWUDFWXDOLVWLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQLVDWWUDFWLYH
%XWZK\LVLWVRDWWUDFWLYH":KDWLVLWDERXWEHLQJDEOHWRVD\¶\RXDFFHSWHGWKHVH
WHUPV·WRHDFKSHUVRQWKDWZHFDUHDERXW"$QREYLRXVDQGVWDQGDUGDQVZHULVWKDWLW
LVDFRQFHUQIRUWKHYDOXHRILQGLYLGXDODXWRQRP\,QWKLVVHFWLRQ,ZDQWWRDUJXH
WKDWDWOHDVWLQWKHIRUPWKDWPLJKWEHWKRXJKWWRXQGHUOLHWKHDFWXDOFRQWUDFWXDOLVP
RIVXFKWKHRULVWVDV/RFNHRU1R]LFNWKLVYDOXHFDQ·WEHWKHZKROHVWRU\RIWKH
DWWUDFWLRQRIDFWXDOFRQWUDFWXDOLVPVLQFHLWIDLOVWRH[SODLQZK\/RFNH·VLVQRWFOHDUO\D
VXSHULRUWKHRU\FRPSDUHGZLWK+REEHV·V,QVWHDG,·OOVXJJHVWDPRUHDEVWUDFW
FRQFHSWLRQRIDXWRQRP\DVWKHVRXUFHRIDFWXDOFRQWUDFWXDOLVP·VEDVLFDSSHDO0RUH
ZLOOQHHGWREHVDLGKRZHYHUWRH[SODLQKRZZKDW,FDOOHG¶WKRURXJKJRLQJ·DFWXDO
FRQWUDFWXDOLVPWDSVWKLVVRXUFH)XUWKHURQLQ&KDSWHU,DUJXHWKDW5DZOVRIIHUV
XVDSODXVLEOHH[SODQDWLRQRIWKHULJKWVRUW
,QRQHIDPLOLDUVHQVHLQGLYLGXDODXWRQRP\VHHPVIDLUO\FOHDUO\WRH[SODLQDWOHDVW
SDUWRIWKHDWWUDFWLRQRIVRPHDFWXDOFRQWUDFWXDOLVWYLHZV7KLVLVWKHVHQVHWKDWZH
WHQGWRKDYHLQPLQGZKHQZHWDONRIOLYLQJDQDXWRQRPRXVOLIHRIEULQJLQJD
SHUVRQXSWREHDXWRQRPRXV,·OOXVH¶DXWRQRPRXVOLYLQJ·WRPHDQWKLVVHQVHRI
LQGLYLGXDODXWRQRP\$FWXDOFRQWUDFWXDOLVWVDVZHKDYHVHHQDUPHDFKSHUVRQ
ZLWKWKHSRZHUDFWXDOO\WRYHWRSXWDWLYHFRQFHSWLRQVRIMXVWLFH$SULQFLSOHRIMXVWLFH
GRHVQRWPHHWWKHFRQWUDFWXDOLVWLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDQGVRD
VRFLHW\·VPRUDOFRQFHSWLRQLVQRWMXVWLIDQ\RQHSHUVRQLQWKDWVRFLHW\GRHVQRW
 
DFWXDOO\DFFHSWLW


7KLVYHWRLVJUDQWHGWRHDFKSHUVRQLQWKHIRUPRIWKHPRUDO
ULJKWWKDW,LQWURGXFHGHDUOLHUDJDLQVWPLQLPDOO\FRHUFLRQWREHKDYHLQDFFRUGDQFH
ZLWKVRPHLQVWLWXWLRQVDQGSULQFLSOHVRIMXVWLFHZKLFKVKHGRHVQRWDFWXDOO\DFFHSW
,QVRPHFDVHVWKLVULJKWFDQEHVHHQDVRQHHOHPHQWLQWKHVHUYLFHRIWKHLGHDORI
DXWRQRPRXVOLYLQJ7KHEDVLFWKRXJKWLVDVIROORZV$XWRQRPRXVOLYLQJUHTXLUHV
WKDWWKHZD\LQZKLFKRQH·VOLIHJRHVWKHWKLQJVRQHGRHVDQGWKLQNVDQGWKH
REOLJDWLRQVWKDWRQHWDNHVRQDUHFRQWUROOHGWRDWOHDVWDIDLUO\ODUJHH[WHQWE\
RQHVHOI<RXGRQRWDFKLHYHWKHDLPRIDXWRQRPRXVOLYLQJLIRWKHUVRU
FLUFXPVWDQFHVDORQHGHWHUPLQHZKDW\RXGRDQGWKLQNDQGWKHREOLJDWLRQVWKDW\RX
WDNHRQ6RDWKHRU\ZKLFKDLPVDWWKHLGHDORIDXWRQRPRXVOLYLQJIRULQGLYLGXDOV
PXVWPDNHLWWKHFDVHWKDWWKHWKLQJVDSHUVRQGRHVDQGWKLQNVDUHRSHQRQO\RU
XOWLPDWHO\WRKHUFRQWURORUHOVHRSHQWRRWKHUV·FRQWURORQO\EHFDXVHVKHKDV
DFFHSWHGLQVRPHVHQVHWKDWWKH\VKRXOGKDYHLW+HQFHDUDQJHRIULJKWVDJDLQVW
DJJUHVVLRQDQGIRUFHDQGWKHOLNH6LPLODUO\ZHPLJKWVXSSRVHKHUREOLJDWLRQV
VKRXOGEHWDNHQRQE\KHUUDWKHUWKDQLPSRVHGRQKHUIURPZLWKRXW+HQFHWKH
DFWXDOFRQWUDFWXDOLVWULJKW1RWHWKDWWKHULJKWVDJDLQVWDJJUHVVLRQHWFKRZHYHU
FRXOGEHLPSRVHGZLWKRXWDQ\RQH·VDFWXDODFFHSWDQFHVLQFHWKH\H[LVWWRVHUYHWKH
VDPHLGHDOWKDWWKHDFWXDOFRQWUDFWXDOLVWULJKWVHUYHV7KHVHZRXOGH[LVWDORQJVLGH
WKDWULJKWHYHQSULRUWRDQ\RQH·VDFWXDODFFHSWDQFHRIDQ\WKLQJ
7KLVGHVFULSWLRQILWVWKRVHDFWXDOFRQWUDFWXDOLVWWKHRULHVZKRVHPRUDO
EDFNGURS³DJDLQVWZKLFKWKHWUDQVLWLRQWRWKHOHJLWLPDWHLPSRVLWLRQRIDPRUDO
FRQFHSWLRQWDNHVSODFHYLDDFWXDODFFHSWDQFH³LQFOXGHVPRUHWKDQWKHEDUHDFWXDO
FRQWUDFWXDOLVWULJKWLQFOXGLQJWKRVHRI/RFNHDQG1R]LFN7KHPRUDOEDFNGURSIRU



 $OWKRXJKDFRQFHSWLRQRIMXVWLFHPD\PHHWWKHLQGLYLGXDOLVWLFLGHDOZLWKUHVSHFWWRHYHU\RQHZKR
GRHVDFFHSWLWLWIDLOVWRGRVRZLWKUHVSHFWWRDVRFLHW\DVDZKROHLQZKLFKQRWHYHU\RQHDFFHSWVLW
 
WKHLUDFWXDOFRQWUDFWXDOLVPLQFOXGHVHTXDOUREXVWULJKWVRIVHOIRZQHUVKLSIRUDOO
JUDQWLQJHDFKSHUVRQWKHFRHUFLYHO\HQIRUFHDEOHULJKWLQ/RFNH·VZRUGV´WRGLVSRVH
DQGRUGHUDVKHOLVWVKLVSHUVRQDFWLRQVSRVVHVVLRQVDQGKLVZKROHSURSHUW\«DQG
WKHUHLQQRWWREHVXEMHFWWRWKHDUELWUDU\ZLOORIDQRWKHUEXWIUHHO\IROORZKLV
RZQµ
	
$OWKRXJKRQHPLJKWDUJXHWKDWWKLVFRQFHSWLRQRIDXWRQRPRXVOLYLQJLVWRR
PLQLPDOVRWKDWLWIDLOVJHQXLQHO\WRJXDUDQWHHHDFKSHUVRQWKHSRVVLELOLW\RIDQ
DXWRQRPRXVOLIHLWVHHPVUHDVRQDEOHQHYHUWKHOHVVWRFODLPWKDWLWLVDFRQFHSWLRQRI
DXWRQRPRXVOLYLQJUDWKHUWKDQDQ\WKLQJHOVHWKDWGULYHVWKLVVSHFLILFDWLRQRIWKH
PRUDOEDFNGURSDQGWKHDFWXDOFRQWUDFWXDOLVWFRQGLWLRQRQFKDQJHVWRLW7KH
/RFNHDQLGHDORIDXWRQRPRXVOLYLQJPD\EHPRUHDNLQWR%HUOLQ·VQHJDWLYHOLEHUW\
WKDQWRDVXEVWDQWLDO5D]]LDQLGHDOEXWLWQHYHUWKHOHVVPDNHVVHQVHWRVXSSRVHWKDWD
IXQGDPHQWDO/RFNHDQFRPPLWPHQWLVWKDWLQGLYLGXDOVOLYHDXWRQRPRXVO\LQWKHVWDWH
RIQDWXUH
%XWQHLWKHU/RFNHQRU1R]LFNLVZKDW,FDOOHGD¶WKRURXJKJRLQJ·DFWXDO
FRQWUDFWXDOLVW7KHPRUDOEDFNGURSVWKDWWKH\VSHFLI\DUHLQIOXHQWLDOHYHQLIQRW
XQDOWHUDEOHWKDWGHSHQGVXSRQZKHWKHULQGLYLGXDOVPD\WKURXJKDFFHSWDQFH
OHJLWLPLVHDOHVVOLEHUWDULDQPRUDOFRQFHSWLRQ

DQGWKH\DUHQRWVXEMHFWWRWKH
DFWXDOFRQWUDFWXDOLVWWHVW6RWRDQH[WHQWWKHPRUDOFRQFHSWLRQVXOWLPDWHO\HQGRUVHG
E\/RFNHDQG1R]LFNUHIOHFWDVHWRIQRUPVZKLFKGRQRWVDWLVI\WKHLGHDORI
LQGLYLGXDOLVWLFMXVWLILFDWLRQDVLWLVLQWHUSUHWHGE\DFWXDOFRQWUDFWXDOLVWV3HUKDSVWKLV
PLJKWEHWDNHQPHUHO\WRUHIOHFWWKHLPSODXVLELOLW\RIWDNLQJWKDWLGHDOWRUHTXLUH
DQ\WKLQJPRUHZHUHLWQRWIRUWKHIDFWWKDWZHKDYHLQ+REEHVDWKRURXJKJRLQJ

 7ZR7UHDWLVHV,,1R]LFNDSSURYLQJO\TXRWHVVLPLODUSDVVDJHVIURP/RFNH&OHDUO\/RFNHGRHV
QRWPHDQWRLQFOXGHWKHIUHHGRPWRGLVSRVHRIWKHVHWKLQJVLQZD\VWKDWYLRODWHWKHGXWLHVWKDWRWKHUV·
KDYLQJWKHVDPHIUHHGRPSODFHVRQHDFKSHUVRQ
 6HHVHFWLRQDERYH
 
DFWXDOFRQWUDFWXDOLVWZKRVHWKHRU\LVQRWLSVRIDFWRLPSODXVLEOH+REEHVDVZHVDZ
VSHFLILHVDWOHDVWRQRQHUHDGLQJDPRUDOEDFNGURSZKLFKLVQRUPDWLYHO\HPSW\
DSDUWIURPWKHUHTXLUHPHQWRILQGLYLGXDODFFHSWDQFHWROHJLWLPLVHDPRUDO
FRQFHSWLRQ
1RZ,WKLQNWKDWLWLVZURQJWRVD\WKDW+REEHV·VWKHRU\LVGULYHQRUWKDWWKH
DWWUDFWLRQGHULYHVIURPDV/RFNH·VDQG1R]LFN·VPD\SODXVLEO\EHWKRXJKWWREH
WKHLGHDORIDXWRQRPRXVOLYLQJ,WKLQNWKLVIRUWKHIROORZLQJUHDVRQV2QHYHQD
IDLUO\PLQLPDOFRQFHSWLRQRIZKDWWKHFRQGLWLRQVIRUDQDXWRQRPRXVOLIHLQYROYHDQ
DXWRQRPRXVOLIHLVVXUHO\RQHZKRVHGLUHFWLRQLVQRWSUHGRPLQDQWO\JRYHUQHGE\WKH
QHHGWRVXUYLYH

6RZHFDQVD\WKDWLQGLYLGXDOVOLYHDXWRQRPRXVO\RQO\LQ
FRQGLWLRQVLQZKLFKWKHLUOLYHVDUHQRWSUHGRPLQDQWO\JRYHUQHGE\WKHQHHGWR
VXUYLYH,IDQDFWXDOFRQWUDFWXDOLVWWKHRU\LVEDVHGRQWKHLGHDORIDXWRQRPRXV
OLYLQJWKHQLWVPRUDOEDFNGURSVKRXOGEHVXFKWKDWLQGLYLGXDOVLQLWVKRXOGQRW³
QRUPDOO\DWDQ\UDWH³OHDGOLYHVZKLFKDUHSUHGRPLQDQWO\JRYHUQHGE\WKHQHHGWR
VXUYLYH
%XWLQ+REEHV·VVWDWHRIQDWXUHLQGLYLGXDOV·OLYHVDUHQRUPDOO\SUHGRPLQDQWO\
JRYHUQHGE\WKHQHHGWRVXUYLYH7KDWWKH\DUH¶QDVW\EUXWLVKDQGVKRUW·LVGXHWR
WKHGLIILFXOW\RIPHHWLQJWKLVQHHG´WKHUHLVQRSODFHIRULQGXVWU\EHFDXVHWKHIUXLW
WKHUHRILVXQFHUWDLQ«DQGZKLFKLVZRUVWRIDOOFRQWLQXDOIHDUDQGGDQJHURIYLROHQW
GHDWKµ

6RHLWKHULWVKRXOGQRWEHWKRXJKWRIDVEDVHGRQDXWRQRPRXVOLYLQJLQ
HYHQDPLQLPDOVHQVHRUHOVHLWLVEXWIDLOVWRUHDOLVHWKDWYDOXHDGHTXDWHO\,IWKH
ODWWHUZHUHWKHFDVHWKHUHZRXOGVXUHO\EHYHU\OLWWOHWRUHFRPPHQGD+REEHVLDQ
YLHZ³/RFNH·VWKHRU\ZRXOGEHFOHDUO\DQLPSURYHPHQW%XW,WDNHLWWKDW+REEHV·V

 &I5D]·V¶KRXQGHGZRPDQ·H[DPSOHDW7KH0RUDOLW\RI)UHHGRPS
 /HYLDWKDQ,
 
WKHRU\LVQRWSODLQO\DQLQDGHTXDWHRUXQGHUGHYHORSHGYHUVLRQRI/RFNH·V$QGSDUW
RIWKHH[SODQDWLRQRILWVDWWUDFWLRQLVWKHWKRURXJKJRLQJQDWXUHRILWVDFWXDO
FRQWUDFWXDOLVP
2QHREMHFWLRQWRWKLVDQDO\VLVRI+REEHVLVWKDWLWFDVWVGRXEWRQWKHLGHDWKDW
HYHQ/RFNH·VYLHZFRXOGEHEDVHGRQDXWRQRPRXVOLYLQJ)RURQHPLJKWVXSSRVH
WKDWLQWKHVHQVHWKDWWKH\PD\EHORFNHGLQWRDVSLUDORIHVFDODWLQJUHWULEXWLRQIRU
ULJKWVYLRODWLRQVLQGLYLGXDOVLQ/RFNH·VVWDWHRIQDWXUHWRROHDGOLYHVSUHGRPLQDQWO\
JRYHUQHGE\WKHQHHGWRVXUYLYH%XWLWLVSODLQO\PXFKPRUHSODXVLEOHWRVXSSRVH
WKDW/RFNH·VYLHZLVEDVHGRQWKHYDOXHRIDXWRQRPRXVOLYLQJ6RWKHDUJXPHQW
DJDLQVWUHDGLQJ+REEHVDVFRPPLWWHGWRWKHVDPHYDOXHPXVWEHPLVWDNHQ
%XWWKLVLVWRLJQRUHWKHSRLQW,PDGHLQWKHSUHFHGLQJVHFWLRQWKDW/RFNHVKRXOG
EHWDNHQWRYLHZDFWXDODFFHSWDQFHDVOHJLWLPLVLQJWKHDFFHSWHGPRUDOFRQFHSWLRQ
RQO\DJDLQVWDEDFNJURXQGRIZLGHVSUHDGFRPSOLDQFHZLWKWKHODZVRIQDWXUH,WLV
WKLVEDFNJURXQGZKLFKKHVKRXOGEHXQGHUVWRRGWRHQGRUVHDVDVWDWHRI
DXWRQRPRXVOLYLQJHYHQLILWFDUULHVZLWKLWWKHULVNRIWKHVRUWRI/RFNHDQUDWKHU
WKDQ+REEHVLDQVWDWHRIZDUWKDWPDNHVLWUDWLRQDOIRULQGLYLGXDOVWRDFFHSWDPRUDO
FRQFHSWLRQZKLFKGHSULYHVWKHPRILQGLYLGXDOULJKWVRISXQLVKPHQW,I/RFNH
VXSSRVHVWKDWDFFHSWDQFHLQDVLWXDWLRQZKHUHUHWULEXWLYHYLROHQFHKDGUHDFKHGD
EORRG\SHDNFRXOGOHJLWLPLVHWKHDFFHSWHGPRUDOFRQFHSWLRQLWZRXOGEHSODXVLEOHWR
GRXEWWKDWKLVYLHZZDVDLPHGDWDXWRQRPRXVOLYLQJWRR%XWKHGRHVQRW
:KDWWKHQH[SODLQVWKHDWWUDFWLRQRI+REEHV·VWKRURXJKJRLQJDFWXDO
FRQWUDFWXDOLVP"2QHVXJJHVWLRQLVWKDWLWLVUDGLFDOO\FRQVWUXFWLYLVWDQH[SODQDWLRQ
RIWKHIRXQGDWLRQRIPRUDOVDOOPRUDOVDUHWREHFRQVWUXFWHGWKURXJKWKH
OHJLWLPLVLQJSURFHVVRIDFWXDODFFHSWDQFHDJDLQVWDEDFNGURSRIQRPRUDOV7KLVLV
 
KRZ'DYLG*DXWKLHU·V+REEHVLDQDSSURDFKZRUNV


%XWWKLVGRHVQ·WVLWHDVLO\ZLWK
WKHLQWHUSUHWDWLRQRI+REEHVDVDGXDOFRQGLWLRQDFWXDOFRQWUDFWXDOLVW+REEHV,KDYH
FODLPHGVXSSRVHVWKDWKLVIDYRXUHGPRUDOFRQFHSWLRQFDQEH´IRXQGRXWE\UHDVRQµ
LQGHSHQGHQWO\RIDQ\RQH·VDFWXDODFFHSWDQFHDQGWKXVFDQEHUHDGDVLQFOXGLQJD
UHJXODWLYHFRQFHSWLRQFRPSRQHQWLQKLVYLHZ$V,UHDGKLVYLHZLW·VWKHUHIRUHQRW
WKHFDVHWKDWMXVWDQ\PRUDOFRQFHSWLRQFDQEHOHJLWLPLVHGE\DFWXDODFFHSWDQFHDVLW
ZRXOGEHRQDUDGLFDOO\FRQVWUXFWLYLVWYLHZZKLFKSULYLOHJHGDFWXDODFFHSWDQFHDV
+REEHVGRHV1HYHUWKHOHVVDFWXDODFFHSWDQFHWRRLVDQHFHVVDU\FRQGLWLRQRIWKH
H[LVWHQFHRIWKHREOLJDWLRQVRIWKHIDYRXUHGPRUDOFRQFHSWLRQ
6RWKHLGHDORIDXWRQRPRXVOLYLQJLVQRW,FRQFOXGHDWWKHKHDUWRIDFWXDO
FRQWUDFWXDOLVP·VDSSHDO³QRWLQDOOLWVIRUPVDWDQ\UDWH&RXOGWKHUHEHVRPHRWKHU
H[SODQDWLRQZKLFKZRXOGDFFRXQWIRUWKHDSSHDORIPRUHWKRURXJKJRLQJDFWXDO
FRQWUDFWXDOLVP",Q&KDSWHUGUDZLQJRQ5DZOV,VKDOOVXJJHVWWKDWDFRQFHSWLRQ
RIWKHLQGLYLGXDOVDVHSLVWHPLFDJHQWVFDSDEOHRIUHDFKLQJGLIIHUHQWEXWHTXDOO\
UHDVRQDEOHFRQFOXVLRQVDERXWWKHPRUDOZRUOGPDNHVVHQVHRIWKHDSSHDORIDPRUH
WKRURXJKJRLQJDFWXDOFRQWUDFWXDOLVP)LUVWWKRXJK,WXUQWRZKDW,FDOO¶PRGDO
FRQWUDFWXDOLVP·WKHULYDOWRDFWXDOFRQWUDFWXDOLVPDVDQLQWHUSUHWDWLRQRIWKH
LQGLYLGXDOLVWLFLGHDO



 6HH*DXWKLHU0RUDOVE\$JUHHPHQW
 
&KDSWHU 0RGDO&RQWUDFWXDOLVPDQG+\EULG&RQWUDFWXDOLVP

 0RGDOFRQWUDFWXDOLVP      
 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHTXHVWLRQ 
 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHDQVZHUV 
 )LUVWRUGHUQRUPDWLYHPRGDOFRQWUDFWXDOLVP   
 0RGDOFRQWUDFWXDOLVPDQGDFWXDOFRQWUDFWXDOLVP   
 7ZRSX]]OHVIRUK\EULGWKHRULVWV     
 &RQFOXVLRQ       


 0RGDOFRQWUDFWXDOLVP
7KHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQWKDWXQGHUOLHVFRQWUDFWXDOLVPLVVXEVFULEHG
WRQRWRQO\E\DFWXDOFRQWUDFWXDOLVWVEXWDOVRE\WKRVHZKRP,VKDOOFDOO¶PRGDO
FRQWUDFWXDOLVWV·%XWPRGDOFRQWUDFWXDOLVWVLQWHUSUHWWKHLGHDOLQZD\WKDWLVYHU\
GLIIHUHQWIURPWKHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQV$FFRUGLQJWRPRGDO
FRQWUDFWXDOLVWVDPRUDOFRQFHSWLRQPLJKWVDWLVI\WKHLGHDOHYHQLIQRRQHLQWKH
UHOHYDQWVRFLHW\DFWXDOO\DFFHSWVLW)RUPRGDOFRQWUDFWXDOLVWVWKLQNWKDWZKDW
PDWWHUVLVZKHWKHURUQRWDQ\RQHFRXOGUHDVRQDEO\UHMHFWLW:KDWLQGLYLGXDOVDFWXDOO\
DFFHSWDQGUHMHFWLVLUUHOHYDQWWKH\PLJKWXQUHDVRQDEO\DFWXDOO\UHMHFWDPRUDO
FRQFHSWLRQRUWKH\PLJKWDFWXDOO\DFFHSWRQHHYHQWKRXJKWKH\FRXOGUHDVRQDEO\
UHMHFWLW,QWKLVVHFWLRQ,GHVFULEHDQGDQDO\VHPRGDOFRQWUDFWXDOLVP
,IRFXVRQWKHYLHZVRI706FDQORQDQG7KRPDV1DJHOZKRDUHWKHSUH
HPLQHQWFRQWHPSRUDU\H[SRQHQWVRIPRGDOFRQWUDFWXDOLVP7KHWHUPLVPLQH
KRZHYHUVREHIRUH,JRRQ,VKRXOGVD\VRPHWKLQJWRMXVWLI\WKHLQWURGXFWLRQRID
 
QHZWHUPWRGHVFULEHWKHLUYLHZV,QRWHILUVWWKDW6FDQORQKLPVHOIGHVFULEHVKLV
YLHZVLPSO\DVFRQWUDFWXDOLVW%XWSODLQO\KLVYLHZLVQRWZKDW,KDYHEHHQFDOOLQJ
DFWXDOFRQWUDFWXDOLVW1DJHOGHVFULEHV6FDQORQ·VYLHZDQGE\LPSOLFDWLRQKLVRZQ
VLPLODUYLHZDV¶K\SRWKHWLFDOFRQWUDFWXDOLVP·

 
%XWWKDWZLOOQRWGRIRURXU
SXUSRVHVKHUHIRUWKHIROORZLQJUHDVRQV)LUVW6FDQORQVWUDLJKWIRUZDUGO\GHQLHV
WKDWKLVYLHZLVK\SRWKHWLFDOFRQWUDFWXDOLVWDQG,WKLQNWKDWKHLVULJKWWRGRVR



2QDQDWXUDOXQGHUVWDQGLQJRIK\SRWKHWLFDOFRQWUDFWXDOLVPKHDUJXHVFODLPVDERXW
PRUDOZURQJQHVVDUHLGHQWLILHGZLWKQRQQRUPDWLYHFODLPVDERXWZKDWSHRSOHZRXOG
RUZRXOGQRWGRXQGHUFHUWDLQFRQGLWLRQV7KLVLVKRZ5DZOVLVPRVW
VWUDLJKWIRUZDUGO\UHDGDQGKLVWKHRU\KDVEHHQYLHZHGDVWKHSDUDGLJPRID
K\SRWKHWLFDOFRQWUDFWXDOLVWWKHRU\6FDQORQGRHVQRWLGHQWLI\FODLPVDERXWPRUDO
ZURQJQHVVZLWKQRQQRUPDWLYHFODLPVLQWKLVZD\RQWKHFRQWUDU\KHVD\VKH
LGHQWLILHVWKHPZLWKFODLPVDERXWZKDWLQGLYLGXDOVFRXOGUHDVRQDEO\UHMHFWZKLFKDUH
XQDPELJXRXVO\QRUPDWLYHWKHPVHOYHV6RHYHQLILWLVWUXHWRVD\WKDW6FDQORQ·V
WKHRU\GHDOVZLWKK\SRWKHWLFDOTXHVWLRQVWRXVHWKHVDPHWHUPIRUERWK6FDQORQLDQ
DQG5DZOVLDQFRQWUDFWXDOLVWYLHZVDVVRFLDWHVWKHPE\GHILQLWLRQZKHQLQIDFWWKH
FODLPWKDWRQHVKRXOGEHDVVLPLODWHGWRWKHRWKHUKDVEHHQUHJDUGHGDVD
SKLORVRSKLFDOQRYHOW\QRWDWULYLDOWUXWK


6RLWPDNHVVHQVHWRXVHGLIIHUHQWWHUPV
IRUWKHLUGLIIHUHQWYLHZV
$IXUWKHUUHDVRQSHUWDLQVVSHFLILFDOO\WRWKLVWKHVLV,ZDQWWRDUJXHWKDW5DZOV
VKRXOGQRWEHUHDGDVKHRIWHQKDVEHHQVLQFH6FDQORQSXEOLVKHG´&RQWUDFWXDOLVP
DQG8WLOLWDULDQLVPµDVDGYDQFLQJDYLHZZKLFKVWUDLJKWIRUZDUGO\LGHQWLILHVFODLPV



 6HH1DJHO(TXDOLW\DQG3DUWLDOLW\S


 6HH6FDQORQ´5HSOLHVµSS


 6HH6FDQORQ´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµ
 
DERXWZKDWLVZURQJRUXQMXVWZLWKFODLPVDERXWZKDWQRRQHFRXOGUHDVRQDEO\
UHMHFW,QVWHDGKLVK\SRWKHWLFDOFRQWUDFWWKHRU\VKRXOGEHVHHQDVFRPELQLQJERWK
WKH6FDQORQLDQDSSURDFKDQGWKHDFWXDOFRQWUDFWXDOLVWIUDPHZRUNWKDW,GHVFULEHGLQ
&KDSWHU7RGHVFULEHERWK5DZOVLDQDQG6FDQORQLDQIRUPVRIFRQWUDFWXDOLVPZLWK
WKHVDPHWHUPZRXOGWHQGWRREVFXUHWKHVWUXFWXUHRIP\DUJXPHQW6RDJDLQLW
PDNHVVHQVHWRGHVFULEHWKHPXVLQJGLIIHUHQWWHUPV*LYHQWKHHVWDEOLVKHG
DVVRFLDWLRQRI5DZOVZLWKK\SRWKHWLFDOFRQWUDFWXDOLVPDQG6FDQORQ·VUHQXQFLDWLRQRI
WKLVODEHOWRGHVFULEHKLVRZQYLHZLWVHHPVWRPHSHUPLVVLEOHWRLQWURGXFHDQHZ
WHUPIRUWKHODWWHU¶0RGDOFRQWUDFWXDOLVW·VHHPVQRZRUVHWKDQDQ\RWKHUVRWKDWLV
ZKDW,VKDOOXVH
7KHHVVHQFHRIPRGDOFRQWUDFWXDOLVPLVDUWLFXODWHGE\6FDQORQ·VFRQWUDFWXDOLVW
IRUPXOD

$QDFWLVZURQJLIDQGRQO\LIDQ\SULQFLSOHWKDWSHUPLWWHGLWFRXOGUHDVRQDEO\EH
UHMHFWHGE\SHRSOHZKRZHUHPRYHGWRILQGSULQFLSOHVIRUWKHJHQHUDOUHJXODWLRQ
RIEHKDYLRUWKDWRWKHUVVLPLODUO\PRWLYDWHGFRXOGQRWUHDVRQDEO\UHMHFW



7KLVIRUPXODFRYHUVWKHIXOOUDQJHRI¶ZKDWZHRZHWRHDFKRWKHU·EXWDV1DJHO
QRWHVLWLVQDWXUDODOVRWRFRQVLGHULWRQO\LQDSSOLFDWLRQWRWKHVSHFLDOFDVHRI
MXVWLFH

7KXVZHFDQVD\WKDWWKHIROORZLQJDUWLFXODWHVWKHHVVHQFHRIPRGDO
FRQWUDFWXDOLVPDVLWDSSOLHVWRWKHFDVHZHDUHLQWHUHVWHGLQ



 7KLVIRUPXODWLRQSDUDSKUDVHVZKDW6FDQORQVD\VDWSRI:KDW:H2ZHWR(DFK2WKHUKHUHDIWHU
::2


 6HH1DJHO(TXDOLW\DQG3DUWLDOLW\KHUHDIWHU(3SS6FDQORQVHHPVWRDJUHHWKDWSROLWLFDO
SKLORVRSK\PLJKWSXWKLVFRQWUDFWXDOLVPWRZRUNLQWKHVSKHUHRIMXVWLFHVSHFLILFDOO\6HH::2S

 

$PRUDOFRQFHSWLRQLVMXVWRUDWOHDVWQRWXQMXVWLIDQGRQO\LIQRRQHFRXOG
UHDVRQDEO\UHMHFWLWDVDPRUDOFRQFHSWLRQIRUWKHUHJXODWLRQRIWKHLUVLQJOH
VRFLHW\JLYHQWKHDLPRIILQGLQJDPRUDOFRQFHSWLRQZKLFKQRRQHFRXOG
UHDVRQDEO\UHMHFWZKRZDVVLPLODUO\PRWLYDWHG
,VKDOOPRYHEHWZHHQWKHVHWZRIRUPXODWLRQVDVVHHPVDSSURSULDWHLQWKHFRQWH[W
%XWLWPDNHVQRGLIIHUHQFHWRP\DUJXPHQWZKLFKRIWKHPZHKDYHLQPLQGDVZH
GLVFXVVPRGDOFRQWUDFWXDOLVPDQGDFWXDOFRQWUDFWXDOLVP


 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHTXHVWLRQ
:KDWGRHVLWPHDQWRVD\WKDWQRRQHFRXOGUHDVRQDEO\UHMHFWDSULQFLSOHRUPRUDO
FRQFHSWLRQ",WPHDQVWREHJLQZLWKWKDWWKHVWURQJHVWDSSOLFDEOHUHDVRQVDJDLQVW
WKDWSULQFLSOHRUPRUDOFRQFHSWLRQDUHZHDNHUWKDQWKHVWURQJHVWDSSOLFDEOHUHDVRQV
DJDLQVWDQ\FRPSHWLQJSULQFLSOHRUPRUDOFRQFHSWLRQ,WGRHVQRWPHDQWKDWWKHUH
DUHQRUHDVRQVDJDLQVWLWEXWWKDWGHVSLWHDQ\VXFKUHDVRQVWKDWWKHUHPD\EHLW
ZRXOGQRWEHUHDVRQDEOHIRUDQ\RQHWRUHMHFWLWJLYHQWKHVWURQJHUUHDVRQVWKDWWKHUH
ZRXOGEHIRUUHMHFWLRQRIDQ\SULQFLSOHRUPRUDOFRQFHSWLRQWKDWFRXOGWDNHLWVSODFH
,W·VSODLQHYHQIURPWKLVLQFRPSOHWHGHVFULSWLRQWKDWPRGDOFRQWUDFWXDOLVP
H[KLELWVWKHIROORZLQJIHDWXUHZKLFKJLYHVLWDQDWWUDFWLRQWRULYDOWKRVHRIDFWXDO
FRQWUDFWXDOLVPLWLVFRQFHUQHGZLWKMXVWLILDELOLW\VLPSOLFLWHUUDWKHUWKDQDSSDUHQW
MXVWLILDELOLW\7KHDFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHLQGLYLGXDOLVWLFLGHDOE\
FRQWUDVWLVFRQFHUQHGZLWKDSSDUHQWMXVWLILDELOLW\UDWKHUWKDQMXVWLILDELOLW\VLPSOLFLWHULQ
WKHVHQVHWKDWZKDWPDWWHUVIRUDFWXDOFRQWUDFWXDOLVWVLVWKDWHDFKSHUVRQWDNHVD
JLYHQPRUDOFRQFHSWLRQWREHMXVWLILHGDVLVH[SUHVVHGE\KHUDFWXDODFFHSWDQFH2I
 
FRXUVHDFWXDOFRQWUDFWXDOLVWVFRQVLGHUXQLYHUVDOO\DFWXDOO\DFFHSWHGPRUDO
FRQFHSWLRQVWREHMXVWLILDEOHWRR%XWWKLVIORZVIURPWKHIDFWWKDWLQGLYLGXDOVWDNH
WKHPWREHVR0RGDOFRQWUDFWXDOLVWVGRQRWDWWKHIXQGDPHQWDOOHYHOFRQFHUQ
WKHPVHOYHVZLWKDSSDUHQWMXVWLILDELOLW\WKHTXHVWLRQZKHWKHUDQ\RQHWDNHVDJLYHQ
PRUDOFRQFHSWLRQWREHMXVWLILHGDWDOO
7KH\DUHKRZHYHULQVSLUHGE\WKHLGHDRIWKHLQGLYLGXDOYHWRZKLFKLVUHDOLVHG
E\DFWXDOFRQWUDFWXDOLVWV$VZHKDYHVHHQDFWXDOFRQWUDFWXDOLVWVUHTXLUHXQDQLPLW\
IRUOHJLWLPDF\DQGKHQFHMXVWLFH0RGDOFRQWUDFWXDOLVWVDOVRDLPDWXQDQLPLW\

	
EXW
UDWKHUWKDQWKHDFWXDOXQDQLPLW\IDPLOLDUIURPDFWXDOFRQWUDFWXDOLVWYLHZVWKH\DLP
DWDNLQGRILGHDOLVHGXQDQLPLW\WKHXQDQLPLW\RIUHDVRQDEOHLQGLYLGXDOV
<HWLIWKHUHOHYDQWXQDQLPLW\RIUHDVRQDEOHLQGLYLGXDOVRQDPRUDOFRQFHSWLRQLV
REWDLQHGLIDQGRQO\LIQRRQHFRXOGUHDVRQDEO\UHMHFWWKDWPRUDOFRQFHSWLRQDQG
WKLVLVH[SODLQHGLQWHUPVRILWVEHLQJVXSSRUWHGE\WKHVWURQJHVWUHDVRQVZHPLJKW
ZRQGHUZKHWKHUPRGDOFRQWUDFWXDOLVPLVUHDOO\FRQWUDFWXDOLVWDWDOO:HPLJKWZRQGHU
WKDWLVZKHWKHULWJHQXLQHO\RIIHUVDQLQWHUSUHWDWLRQRIWKHLGHDORILQGLYLGXDOLVWLF
MXVWLILFDWLRQ)RUKRZZHPLJKWDVNLVWKHYLHZWKDWDPRUDOFRQFHSWLRQLVMXVWRQO\
LIQRRQHFRXOGUHDVRQDEO\UHMHFWLWZKRZDVPRWLYDWHGWRILQGSULQFLSOHVWKDWQR
RQHFRXOGUHDVRQDEO\UHMHFWZKRZDVVLPLODUO\PRWLYDWHGVXEVWDQWLYHO\GLIIHUHQW
IURPD¶VWUDLJKWIRUZDUGYLHZ·ZKLFK´GLVSHQV>HV@ZLWKWKHFRQWUDFWXDOLVW
SDFNDJLQJµ


DQGVD\VVLPSO\WKDWDPRUDOFRQFHSWLRQLVMXVWRQO\LILWLVEHVW



 1DJHOH[SOLFLWO\LQYRNHVXQDQLPLW\DVKLVJXLGLQJLGHD6HH(3SSIIDOVR´(TXDOLW\µSS
6FDQORQWHQGVWRWDONRI¶JHQHUDODJUHHPHQW·UDWKHUWKDQXQDQLPLW\VHHHJ::2SEXWKH
PHDQVE\JHQHUDODJUHHPHQWWKHDJUHHPHQWRIDOOSDUWLHVUDWKHUWKDQWKHDJUHHPHQWRIPRVW6FDQORQ
LQYRNHV1DJHO·VGLVFXVVLRQDQGHQGRUVHPHQWRIXQDQLPLW\UDWKHUWKDQPDMRULW\DVWKHJXLGLQJLGHDDW
SQRI´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµ


 6FDQORQ´5HSOLHVµS
 
VXSSRUWHGE\WKHDSSOLFDEOHUHDVRQVWKDWH[LVW",WDNHLWWKDWWKHUHLVQRWKLQJ
REYLRXVO\LQGLYLGXDOLVWLFDERXWWKLVODWWHUYLHZ,WGRHVQ·WLQYROYHDQ\¶RQHE\RQH·
MXVWLILFDWLRQVHHWKH,QWURGXFWLRQDERYH%XWZKDWGRHVIUDPLQJWKHLVVXHLQWHUPV
RILGHDOLVHGXQDQLPLW\DGG"
7KHZRUU\KHUHFDQEHEURXJKWRXWE\FRQVLGHULQJDUJXPHQWVWKDWSHRSOHPLJKW
PDNHIRUDQGDJDLQVWXWLOLWDULDQLVP<RXPLJKWHPSOR\LQJWKHPRGDOFRQWUDFWXDOLVW
WHUPLQRORJ\VD\¶QRRQHZKRZDVPRWLYDWHGWRILQGSULQFLSOHVZKLFKQRRQHFRXOG
UHDVRQDEO\UHMHFWZKRZDVVLPLODUO\PRWLYDWHGFRXOGUHMHFWXWLOLWDULDQLVPEHFDXVHLW
PD[LPLVHVXWLOLW\·$QG,HPSOR\LQJWKHVDPHWHUPLQRORJ\PLJKWUHSO\¶RQWKH
FRQWUDU\XWLOLWDULDQLVPFRXOGUHDVRQDEO\EHUHMHFWHGE\WKRVHZLWKWKHDSSURSULDWH
PRWLYDWLRQVIRULWIDYRXUVDVLWXDWLRQLQZKLFKPDQ\SHRSOHDUHGLVFRPILWHGIRUWHQ
PLQXWHVDQGRQHSHUVRQLVLQH[WUHPHDQGHQGXULQJSDLQRYHUDVLWXDWLRQLQZKLFK
HYHU\RQHLVGLVFRPILWHGIRUDQKRXUDQGQRRQHLVLQH[WUHPHSDLQDWDOO³VRORQJDV
WKHPDQ\DUHVXIILFLHQWO\PDQ\WKDWWKHLUH[WUDILIW\PLQXWHVRIGLVFRPIRUWLQWKH
VHFRQGVLWXDWLRQDGGXSWRPRUHGLVXWLOLW\WKDQWKDWH[SHULHQFHGE\WKHSHUVRQLQ
H[WUHPHHQGXULQJSDLQ$QGWKDWLVJURXQGVIRUUHMHFWLRQEHFDXVHLWYLRODWHV3DUILW·V
3ULRULW\9LHZDFFRUGLQJWRZKLFK´EHQHILWLQJSHRSOHPDWWHUVPRUHWKHZRUVHRIIWKH
SHRSOHDUHWRZKRPWKHVHEHQHILWVZRXOGJRµ


7KHPDQ\ZRXOGKDYHWRQXPEHU
PRUHWKDQXWLOLWDULDQLVPVXSSRVHVWKH\ZRXOGQXPEHUEHIRUHLWZRXOGEHUHDVRQDEOH
WRIDYRXUWKHILUVWVLWXDWLRQRYHUWKHVHFRQG·


%XWFRXFKLQJRXUDUJXPHQWVLQ



 3DUILW´-XVWLILDELOLW\WR(DFK3HUVRQµS


 ,HPSOR\WKLVUDWKHUFRPSOH[UHSO\UDWKHUWKDQWKHPRUHVWUDLJKWIRUZDUGDQWLDJJUHJDWLYHFODLPWKDW
IROORZVIURP6FDQORQ·V¶,QGLYLGXDOLVWLF5HVWULFWLRQ·EHFDXVHDV,VKDOODUJXHVKRUWO\WKH,QGLYLGXDOLVW
5HVWULFWLRQDQGLWVDQWLDJJUHJDWLYHFRQVHTXHQFHVDUHSUHFLVHO\ZKDWGRGLVWLQJXLVKWKHPRGDO
FRQWUDFWXDOLVWLGHDOLVHGXQDQLPLW\YLHZIURPWKHVWUDLJKWIRUZDUGYLHZWKDWZKDW·VMXVWLVZKDW·VEHVW
VXSSRUWHGE\WKHUHDVRQVWKDWWKHUHDUH
 
PRGDOFRQWUDFWXDOLVWWHUPVLQWKLVZD\GRHVQ·WVHHPWRDGGDQ\WKLQJWRWKH
VXEVWDQFHRIRXUFODLPV7KHIRUFHRI\RXUGHIHQFHDQGWKHIRUFHRIP\UHSO\VHHP
FRPSOHWHO\XQFKDQJHGLI\RXFODLPVLPSO\WKDWWKHUHLVJRRGUHDVRQWRPD[LPLVH
XWLOLW\DQGVRWRDGRSWXWLOLWDULDQLVPDQG,FODLPVLPSO\WKDWWKH3ULRULW\9LHZJLYHV
XVJRRGUHDVRQQRWWRDGRSWXWLOLWDULDQLVP
$FWXDOFRQWUDFWXDOLVWVWKHQE\JLYLQJHDFKSHUVRQDQDFWXDOYHWRRYHUSXWDWLYH
LQVWLWXWLRQVDQGSULQFLSOHVRIMXVWLFHRIIHUXVDFOHDUVHQVHLQZKLFKDFWXDO
FRQWUDFWXDOLVPLQWHUSUHWVWKHLQGLYLGXDOLVWLFLGHDO%XWLW·VQRWLPPHGLDWHO\REYLRXV
WKDWZHFDQVD\WKHVDPHRIPRGDOFRQWUDFWXDOLVP6RLVWKHUHUHDOO\DQ\WKLQJ
GLVWLQFWLYHO\FRQWUDFWXDOLVWDERXWPRGDOFRQWUDFWXDOLVP",QWKHQH[WVHFWLRQ,
FRQVLGHUVRPHFDQGLGDWHVWKDWPRGDOFRQWUDFWXDOLVWVKDYHVXJJHVWHGWRGLVWLQJXLVK
PRGDOFRQWUDFWXDOLVPIURPWKHVWUDLJKWIRUZDUGYLHZ8QOHVVWKHUHDUHVXFK
GLVWLQJXLVKLQJIHDWXUHVWKHQPRGDOFRQWUDFWXDOLVPLVQ·WFRQWUDFWXDOLVWVLQFHWKH
VWUDLJKWIRUZDUGYLHZFHUWDLQO\LVQ·W)LUVW,FRQVLGHUDQGUHMHFWWKHLGHDWKDWWKH
PRGDOFRQWUDFWXDOLVWDFFRXQWRIPRWLYDWLRQGLVWLQJXLVKHVLW7KHQ,FRQVLGHUWKH
LGHDWKDWWKHLGHQWLW\RIWKHJURXSRISHRSOHWKDWZHPHDQZKHQZHVD\WKDWQRRQH
QRQHRIWKHPFRXOGUHDVRQDEO\UHMHFWDMXVWPRUDOFRQFHSWLRQPDNHVDGLIIHUHQFH
,UHMHFWWKLVLGHDWRR)LQDOO\,FRQVLGHUWKHLGHDWKDWPRGDOFRQWUDFWXDOLVP·V
LQFRUSRUDWLRQRIWKH¶,QGLYLGXDOLVW5HVWULFWLRQ·³DFFRUGLQJWRZKLFKDFRQGLWLRQRI
PRGDOFRQWUDFWXDOLVWUHDVRQDEOHUHMHFWDELOLW\LVWKDWWKHJURXQGVIRUUHMHFWLRQDUH
HODERUDWHGLQWHUPVRIWKHLPSOLFDWLRQVRQO\IRUVLQJOHLQGLYLGXDOV³GLVWLQJXLVKHVLW
IURPWKHVWUDLJKWIRUZDUGYLHZ7KLV,FRQFOXGHLVDYLDEOHFDQGLGDWH,WKHUHIRUH
WDNHPRGDOFRQWUDFWXDOLVPWREHGLVWLQJXLVKHGE\LWVLQFRUSRUDWLRQRIWKH
,QGLYLGXDOLVW5HVWULFWLRQ


 
 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHDQVZHUV
1DJHORIIHUVWKHIROORZLQJHODERUDWLRQRIPRGDOFRQWUDFWXDOLVP·VGLVWLQFWLYH
LQWHUSUHWDWLRQRIWKHFRQWUDFWXDOLVWLGHDO

$V,KDYHVDLGWKHVHDUFKIRUOHJLWLPDF\LVDVHDUFKIRUXQDQLPLW\«7KH
XQDQLPLW\LQTXHVWLRQLVQHLWKHUDFWXDOXQDQLPLW\DPRQJSHUVRQVZLWKWKH
PRWLYHVWKH\KDSSHQWRKDYHQRUWKHNLQGRILGHDOXQDQLPLW\WKDWVLPSO\
IROORZVIURPWKHUHEHLQJDVLQJOHULJKWDQVZHUZKLFKHYHU\RQHRXJKWWRDFFHSW
EHFDXVHLWLVLQGHSHQGHQWO\ULJKWEXWUDWKHUVRPHWKLQJLQEHWZHHQDXQDQLPLW\
ZKLFKFRXOGEHDFKLHYHGDPRQJSHUVRQVLQPDQ\UHVSHFWVDVWKH\DUHSURYLGHG
WKH\ZHUHDOVRUHDVRQDEOHDQGFRPPLWWHGZLWKLQUHDVRQWRPRGLI\LQJWKHLU
FODLPVUHTXLUHPHQWVDQGPRWLYHVLQDGLUHFWLRQZKLFKPDNHVDFRPPRQ
IUDPHZRUNRIMXVWLILFDWLRQSRVVLEOH>«@
,IVXFKDK\SRWKHWLFDOXQDQLPLW\ZHUHGLVFRYHUDEOHLWZRXOGH[SODLQWKH
ULJKWQHVVRIWKHDQVZHUUDWKHUWKDQEHLQJH[SODLQHGE\LW7KDWLVLWZRXOGQRW
EHSRVVLEOHWRGLVFRYHUZKDWHYHU\RQHVKRXOGDJUHHWRE\IROORZLQJDVLQJOH
FRXUVHRIUHDVRQLQJZKLFKHYHU\RQHFDQIROORZWRWKHULJKWUHVXOW5DWKHUWKH
ULJKWUHVXOWZRXOGEHGLVFRYHUDEOHRQO\E\ILQGLQJWKDWGLIIHUHQWSHUVRQV
UHDVRQLQJIURPWKHLUGLIIHUHQWSHUVSHFWLYHVZLOOFRQYHUJHRQLW
	

,WVHHPVWRPHWKDWZHFDQGLVFHUQLQWKLVSDVVDJHWZRVXJJHVWLRQVDVWRZKDWLV
GLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP7KHILUVWLVWKDWWKHUHDVRQDEOHQHVVRIWKRVH
ZKRVHSHUVSHFWLYHVDUHEHLQJWDNHQLQWRDFFRXQWPDNHVDGLIIHUHQFHWRZKLFK
SULQFLSOHVFRXOGEHUHDVRQDEO\UHMHFWHG:KDWSHRSOH¶SURYLGHGWKH\ZHUHDOVR

 (3SS
 
UHDVRQDEOH·FRXOGUHDVRQDEO\UHMHFWLVGLIIHUHQWIURPZKDWSHRSOHFRXOGUHDVRQDEO\
UHMHFWLIWKH\ZHUHQRWUHDVRQDEOH7KHWKRXJKWLVWKDWUHDVRQDEOHSHRSOHDUH
PRWLYDWHGLQDVSHFLILFZD\DQGWKLVLVSDUWO\ZKDWGHWHUPLQHVZKLFKSULQFLSOHVDQG
PRUDOFRQFHSWLRQVDSSOLFDEOHWRWKHPZLOOEHMXVW6RKHUHZHGLVWLQJXLVKEHWZHHQ
WKHVHQVHRIUHDVRQDEOHLQ¶UHDVRQDEOHLQGLYLGXDOV·DQGWKHVHQVHRIUHDVRQDEOHLQ
¶UHDVRQDEOHUHMHFWLRQ·7KHILUVWLQVWDQFHRI¶UHDVRQDEOH·ZRXOGEHFDVKHGRXWDV
VRPHWKLQJOLNH¶FRPPLWWHGZLWKLQUHDVRQWRPRGLI\LQJWKHLUFODLPVUHTXLUHPHQWV
DQGPRWLYHVLQDGLUHFWLRQZKLFKPDNHVDFRPPRQIUDPHZRUNRIMXVWLILFDWLRQ
SRVVLEOH·7KHVXEVWDQFHRIUHDVRQDEOHUHMHFWLRQZRXOGEHFDVKHGRXWLQWHUPVRI
WKHREMHFWLYHVWUHQJWKRIWKHUHDVRQVIRUDQGDJDLQVWSULQFLSOHVWKDWLQGLYLGXDOVZLWK
DSSURSULDWHO\PRGLILHGPRWLYHVFRXOGJLYH
7KLVZRXOGVHHPWRSHUPLWPRGDOFRQWUDFWXDOLVWVWRGULYHDZHGJHEHWZHHQ
PRGDOFRQWUDFWXDOLVPDQGWKHVWUDLJKWIRUZDUGYLHZ,WZRXOGOLFHQVHWKHGHQLDOWKDW
MXVWLFHFRXOGEHNQRZQLQGHSHQGHQWO\RIZKDWUHDVRQDEOHSHRSOHFRXOGUHDVRQDEO\
UHMHFW0RGDOFRQWUDFWXDOLVWVFRXOGWKHQVD\WKDWMXVWPRUDOFRQFHSWLRQVDUHMXVW
EHFDXVHWKH\PHHWWKHWHVWRIUHDVRQDEOHUHMHFWLRQE\LQGLYLGXDOVDVRSSRVHGWRWKDW
WKH\DUHUHDVRQDEO\UHMHFWDEOHVLPSO\EHFDXVHWKH\DUHMXVW
	 

6FDQORQWRRVRPHWLPHVVXJJHVWVWKDWZKDWKHFDOOVWKH¶FRQWUDFWXDOLVWDFFRXQWRI
PRUDOPRWLYDWLRQ·GRHVPDNHDGLIIHUHQFHVRPHUHDVRQVIRUUHMHFWLRQDUHPDGH
UHOHYDQWE\WKHDSSURSULDWHPRWLYDWLRQRIWKHFRQWUDFWLQJSDUWLHVZKHUHDVRWKHUVDUH

 ,QZKDWIROORZV,WHQGWRFRQFHQWUDWHRQ6FDQORQ·VDFFRXQWUDWKHUWKDQ1DJHO·V7KLVLVIRUWZR
UHDVRQV)LUVW1DJHOH[SOLFLWO\WDNHVKLPVHOIWREHGUDZLQJRQ6FDQORQ·VYLHZDOEHLWLQLWVHDUOLHVW
IRUPXODWLRQUDWKHUWKDQWKDWRI::26HFRQG1DJHO·VDFFRXQWLVQRWKLQJOLNHDVFRPSOHWHO\ZRUNHG
RXWDV6FDQORQ·VVRQDWXUDOO\GLVFXVVLRQVRIWKHIRXQGDWLRQVDQGLPSOLFDWLRQVRIZKDW,DPFDOOLQJ
PRGDOFRQWUDFWXDOLVPWHQGWRGUDZRQWKHODWWHUUDWKHUWKDQWKHIRUPHU
 
PDGHLUUHOHYDQW
	
,QRWKHUZRUGVVRPHFRQVLGHUDWLRQVWKDWPLJKWRWKHUZLVHEH
WDNHQWREHUHDVRQVLQIDYRXURIFHUWDLQSULQFLSOHVDUHVKRZQQRWWREHVXFKUHDVRQV
DIWHUDOOE\RWKHUFRQVLGHUDWLRQVZKLFKDUHEURXJKWLQWRIRFXVRQO\E\WKH
PRWLYDWLRQWRILQGSULQFLSOHVIRUWKHJHQHUDOUHJXODWLRQRIEHKDYLRXUWKDWRWKHUV
VLPLODUO\PRWLYDWHGFRXOGQRWUHDVRQDEO\UHMHFW$VDUHVXOWWKHDQVZHUWRWKH
TXHVWLRQ¶FDQ,UHDVRQDEO\UHMHFWWKLVSULQFLSOH"·FKDQJHVZKHQWKHPRWLYDWLRQRIWKH
SHUVRQDVNLQJLWFKDQJHV
7KLVPLJKWH[SODLQZK\ZKDWSHRSOHWDNHWREHWKHDQVZHUWRWKHTXHVWLRQ
FKDQJHVZKHQWKHLUPRWLYDWLRQFKDQJHV%XWZK\VKRXOGZKDWLW·VUHDVRQDEOHWRUHMHFW
FKDQJHDVDUHVXOWRIDFKDQJHLQPRWLYDWLRQ"$OWKRXJKZHPD\JUDQWWKDWWKHVH
RWKHUFRQVLGHUDWLRQVDUHEURXJKWLQWRIRFXVE\WKHPRWLYDWLRQLIWKH\PDNHLW
UHDVRQDEOHWRUHMHFWDSULQFLSOHIRUVRPHRQHPRWLYDWHGWRILQGDJUHHPHQWZLWK
RWKHUVVLPLODUO\PRWLYDWHGVXUHO\WKH\PDNHLWUHDVRQDEOHWRUHMHFWDSULQFLSOH
DQ\ZD\³ZKHWKHURUQRWWKH\DUHLQIRFXV",QKLVGLVFXVVLRQRIUHDVRQDEOHQHVV
6FDQORQFODLPVWKDWKDYLQJWKHFRQWUDFWXDOLVWPRWLYDWLRQ´EULQJVRWKHUUHDVRQVLQLWV
WUDLQ*LYHQWKLVDLPIRUH[DPSOHLWZRXOGEHXQUHDVRQDEOHWRJLYHWKHLQWHUHVWVRI
RWKHUVQRZHLJKWLQGHFLGLQJZKDWSULQFLSOHVWRDFFHSW)RUZK\VKRXOGWKH\DFFHSW
SULQFLSOHVDUULYHGDWLQWKLVZD\"µ
	
%XWZK\VKRXOGDQ\RQHWKLQNWKDWLW·V
UHDVRQDEOHWRJLYHWKHLQWHUHVWVRIRWKHUVQRZHLJKWLQWKHILUVWSODFH"
1DJHOWRRIDLOVWRWKURZPXFKOLJKWRQWKLVTXHVWLRQ7KHQHDUHVWKHJHWVWRDQ
HODERUDWLRQRIWKHILUVWVXJJHVWLRQLVWKLV


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 
WKHUHLVIRUHDFKSHUVRQDQDFFRPPRGDWLRQRIKLVSDUWLDOLW\ZKLFKLVUHDVRQDEOH
LQOLJKWRIWKHLQWHUHVWVDQGSDUWLDOLW\RIRWKHUV,IKHLVEHLQJPRUHSDUWLDOWR
KLPVHOIWKDQWKLVLQZKDWKHWDNHVRULQVLVWVXSRQKHLVEHLQJXQUHDVRQDEOH,I
RQWKHRWKHUKDQGDQDUUDQJHPHQWGRHVQRWDIIRUGKLPWKHFRQVLGHUDWLRQZKLFK
LWLVUHDVRQDEOHIRUKLPWRUHTXLUHLQYLUWXHRIWKHSDUWLDOLW\WRKLPVHOIZKLFKLV
SHUPLVVLEOHHYHQLQOLJKWRIDGXHUHJDUGIRUWKHLQWHUHVWVDQGSDUWLDOLW\RIRWKHUV
WKHQKHLVQRWXQUHDVRQDEOHWRUHMHFWLW
	

7KHVHQVHLQZKLFKWKLVPDQLVEHLQJXQUHDVRQDEOHLIKHLVPRUHSDUWLDOWRKLPVHOI
WKDQDUHDVRQDEOHDFFRPPRGDWLRQZRXOGDOORZPLJKWEHWKHRQHZHDUHLQWHUHVWHG
LQZLWKUHVSHFWWRWKHILUVWVXJJHVWLRQ7KDWLVLWVHHPVWKDWRQHLVXQUHDVRQDEOHLQ
WKLVVHQVHLIRQHGRHVQ·WPRGLI\RQH·V¶FODLPVUHTXLUHPHQWVDQGPRWLYHV·:KHUHDV
WKHVHQVHLQZKLFKRWKHUVDUHEHLQJXQUHDVRQDEOHLIWKH\LPSRVHDQDUUDQJHPHQW
ZKLFKGRHVQRWDIIRUGRXUPDQUHDVRQDEOHFRQVLGHUDWLRQPD\EHGLIIHUHQW,WPD\
EHIRUH[DPSOHWKDWWKHRWKHUVKDYHWKHDSSURSULDWHPRWLYDWLRQEXWVLPSO\IDLOWR
DSSUHFLDWHWKHIRUFHRIRXUPDQ·VFRPSODLQW)RURXUPDQWRLQVLVWRQDVFKHPH
ZKLFKFRUUHFWO\WDNHVLQWRDFFRXQWKLVSRVLWLRQZRXOGEHIRUKLPQRWQHFHVVDULO\WR
XUJHWKDWWKH\DOWHUWKHLUPRWLYDWLRQ³LHQRWQHFHVVDULO\WRDFFXVHWKHPRI
XQUHDVRQDEOHQHVVLQWKHILUVWVHQVH³EXWLQVWHDGSHUKDSVWRDSSUHFLDWHWKDWKLV
SRVLWLRQKDVQRWVXIILFLHQWO\EHHQWDNHQLQWRDFFRXQW
7KHVXJJHVWLRQZDVUHFDOOWKDWZKDWGLVWLQJXLVKHVPRGDOFRQWUDFWXDOLVPIURP
WKHVWUDLJKWIRUZDUGYLHZLVWKHIDFWWKDWWKHPRGDOFRQWUDFWXDOLVWUHDVRQDEOH
UHMHFWLRQWHVWEULQJVWREHDUDFRQFHSWLRQRIDSSURSULDWHPRWLYDWLRQRQWKHRXWFRPH
RIWKHWHVW:KDW·VMXVWFDQ·WEHGHWHUPLQHGZLWKRXWDVNLQJZKDWDSSURSULDWHO\

  (3S
 
PRWLYDWHGSHRSOHFRXOGUHDVRQDEO\UHMHFW%XWZKDW1DJHOVD\VDERXWWKHPDQZKR
LVWRRSDUWLDOWRKLVRZQLQWHUHVWVVHHPVQRWWRKHOSZLWKWKHTXHVWLRQ,SRVHGD
PRPHQWDJRZK\VKRXOGDQ\RQHWKLQNLW·VUHDVRQDEOHWRJLYHWKHLQWHUHVWVRIRWKHUV
QRZHLJKWLQWKHILUVWSODFH"7KHFKDOOHQJHLVWKLVLILQGHSHQGHQWIDFWVDERXWZKDWLV
EHVWVXSSRUWHGE\UHDVRQJURXQGWKHMXGJPHQWVDERXWZKDWLWLVUHDVRQDEOHWR
UHMHFWWKHQZHZRXOGVHHQRGLIIHUHQFHEHWZHHQZKDWLWLVUHDVRQDEOHWRUHMHFW
UHJDUGOHVVRIPRWLYDWLRQDQGZKDWLWLVUHDVRQDEOHWRUHMHFWJLYHQWKHDSSURSULDWH
PRWLYDWLRQ%XWZK\ZRXOGZHVXSSRVHWKDWZKDWLWLVUHDVRQDEOHWRUHMHFW
UHJDUGOHVVRIPRWLYDWLRQZRXOGQRWWDNHLQWRDFFRXQWDSSURSULDWHFRQVLGHUDWLRQRI
DQGOLPLWVRQWKHDPRXQWWKDWMXVWLFHVKRXOGFDWHUWRWKHSDUWLDOLW\RIHDFKSHUVRQ
ERWKRIZKLFKDUHVXSSRVHGWREHVHFXUHGRQ1DJHO·VDFFRXQWRQO\E\WKHSUHVHQFH
RIWKHDSSURSULDWHPRWLYDWLRQ",WVHHPVLPSODXVLEOHWRWKLQNWKDWZKDWLW·V
UHDVRQDEOHIRUPHWRUHMHFWHYHQLI,·PQRWDSSURSULDWHO\PRWLYDWHGZRXOGIDLOWR
FDSWXUHDQDSSURSULDWHEDODQFLQJRILQGLYLGXDOV·SDUWLDOLW\
2QHLGHDWKDWPLJKWEHWKRXJKWWRKHOSLVWKDWZKDW·VUHDVRQDEOHYDULHVLQWKH
OLJKWRIRQH·VDLPVLQWKHZD\WKDWZKDW·VUDWLRQDOGRHV1RZ6FDQORQH[SOLFLWO\
UHMHFWVWKHLGHDWKDWZKDW·VUHDVRQDEOHMXVWLVZKDW·VUDWLRQDOJLYHQDVSHFLILHGDLP
8QIRUWXQDWHO\KHGRHVQ·WVD\DQ\WKLQJDERXWZKHWKHUZKDW·VUHDVRQDEOHJLYHQD
VSHFLILHGDLPLVZKDW·VUDWLRQDOJLYHQDVSHFLILHGDLP$WWKHFUXFLDOSRLQWLQWKH
GLVFXVVLRQKHUHYHUWVWRWDONLQJDERXWZKDW·VUHDVRQDEOHVLPSOLFLWHU
	

7KLVLVRIQR
KHOSVLQFHZHNQRZDOUHDG\WKDW6FDQORQWKLQNVZKDW·VUHDVRQDEOHVLPSOLFLWHULVWREH
PRWLYDWHGWRILQGDJUHHPHQWRQSULQFLSOHVWKDWQRRQHZKRLVVLPLODUO\PRWLYDWHG
FDQUHDVRQDEO\UHMHFW7KHTXHVWLRQLVZKHWKHUWREHWKXVPRWLYDWHGPDNHVLW
UHDVRQDEOHWRJLYHWKHLQWHUHVWVRIRWKHUVZHLJKWLQDZD\WKDWLWZRXOGQ·WKDYHEHHQ

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
 
ZLWKRXWWKHPRWLYDWLRQ³ZKHWKHURWKHUV·LQWHUHVWVSURYLGHJURXQGVIRUUHDVRQDEOH
UHMHFWLRQLQDZD\WKDWWKH\GRQ·WLIRQHLVQ·WDSSURSULDWHO\PRWLYDWHG,IQRW³LI
UHDVRQDEOHQHVVUHTXLUHVRQHWRWDNHLQWRDFFRXQWWKHLQWHUHVWVRIRWKHUVHYHQLIRQH
LVQRWDSSURSULDWHO\PRWLYDWHG³WKHQWKHFODLPWKDWQRRQHFDQUHDVRQDEO\UHMHFW
VRPHSULQFLSOHJLYHQWKHFRQWUDFWXDOLVWPRWLYDWLRQKDVQ·WEHHQVKRZQWRDPRXQWWR
PRUHWKDQWKHFODLPWKDWQRRQHFDQUHDVRQDEO\UHMHFWWKDWSULQFLSOHDQ\ZD\$QG
VRWKHFODLPWKDWZHKDYHUHDVRQWRJRYHUQRXUVHOYHVE\SULQFLSOHVWKDWQRRQHZKR
ZDVPRWLYDWHGWRILQGDJUHHPHQWRQSULQFLSOHVWKDWQRRQHVLPLODUO\PRWLYDWHGFRXOG
UHDVRQDEO\UHMHFWKDVQ·WEHHQVKRZQWRDPRXQWWRPRUHWKDQWKHFODLPWKDWZHKDYH
UHDVRQWRJRYHUQRXUVHOYHVDFFRUGLQJWRSULQFLSOHVZKLFKQRRQHFDQUHDVRQDEO\
UHMHFWVLPSOLFLWHU(YHU\WKLQJWXUQVRQZKLFKSULQFLSOHVFRXOGEHUHDVRQDEO\UHMHFWHG
UHJDUGOHVVRIPRWLYDWLRQ
7KHLGHDXQGHUO\LQJWKHILUVWVXJJHVWLRQLVWKDWUHDVRQDEOHSHRSOHDUHZLOOLQJWR
FRPSURPLVHWRILQGDQDFFRPPRGDWLRQEHWZHHQWKHLUSDUWLDOFRPPLWPHQWVDQG
WKRVHRIRWKHUV7KLVLVWKHVHQVHLQZKLFKWKH\DUHZLOOLQJWRFKDQJHWKHLU¶FODLPV
UHTXLUHPHQWVDQGPRWLYHV·7KLVVHHPVULJKW
		
7KHSUREOHPZLWKWKLVLVWKDWDV
ORQJDVWKHNLQGVRIIDFWVWKDWPDNHLWXQUHDVRQDEOHRIWKHPQRWWRFRPSURPLVHRU
PRGHUDWHXQUHVWULFWHGO\SDUWLDOFODLPVDUHIDFWVDERXWKRZRWKHUVZRXOGGRXQGHU
SULQFLSOHVZKLFKVDWLVILHGWKRVHXQUHVWULFWHGFODLPVDVERWK6FDQORQDQG1DJHOWDNH
WKHPWREHWKHQWKH\VHHPWRGHWHUPLQHWKHFRQWHQWRIWKHSULQFLSOHVWKDWLWZRXOG
EHXQUHDVRQDEOHRISHRSOHWRUHMHFWUHJDUGOHVVRIZKHWKHURUQRWLQIDFWWKH\DUH
PRWLYDWHGLQWKHDSSURSULDWHZD\6RZHVWLOOKDYHQ·WVHHQDQ\WKLQJWROLFHQVHWKH
GLVWLQFWLRQEHWZHHQPRGDOFRQWUDFWXDOLVPDQGWKHYLHZWKDWZKDW·VULJKWRUMXVWLV

 ,DUJXHWKDWWKHK\EULGFRQWUDFWXDOLVWYLHZWKDW,JRRQWRGHYHORSEHORZFDSWXUHVWKLVLGHDEHWWHU
WKDQPRGDOFRQWUDFWXDOLVPGRHV6HH&KDSWHUVHFWLRQEHORZ
 
VLPSO\WKDWZKLFKLVEHVWVXSSRUWHGE\UHDVRQ7KHPRGDOFRQWUDFWXDOLVWDFFRXQWRI
PRWLYDWLRQDGGVQRWKLQJVXEVWDQWLDOWRWKHFRQWHQWRIPRGDOFRQWUDFWXDOLVP7KH
SULQFLSOHVWKDWLWZRXOGEHXQUHDVRQDEOHIRU\RXWRUHMHFWLI\RXZHUHPRWLYDWHGWR
ILQGSULQFLSOHVZKLFKQRRQHFRXOGUHDVRQDEO\UHMHFWZKRZDVVLPLODUO\PRWLYDWHG
DUHWKHVDPHDVWKHSULQFLSOHVWKDWLWZRXOGEHXQUHDVRQDEOHIRU\RXWRUHMHFWLI\RX
ZHUHQRWVRPRWLYDWHG
7KHVHFRQGVXJJHVWLRQDERXWWKHGLVWLQFWLYHQHVVRIPRGDOFRQWUDFWXDOLVPWKDW
PLJKWEHJOHDQHGIURPWKHSDVVDJH,TXRWHGDERYHLVEDVHGRQWKHLGHDWKDWZHFDQ
GLVWLQJXLVKEHWZHHQWKHWKRXJKWWKDWMXVWSULQFLSOHVDUHWKRVHWKDWQRRQHFRXOG
UHDVRQDEO\UHMHFWDQGWKHWKRXJKWWKDWMXVWSULQFLSOHVDUHWKRVHWKDWQRQHRIWKHVH
SHRSOHHJWKHSHRSOHLQWKLVVRFLHW\ZLWKWKHLUGLIIHUHQWSDUWLFXODUSHUVSHFWLYHV
FRXOGUHDVRQDEO\UHMHFW2IFRXUVHLIQRRQHFRXOGUHDVRQDEO\UHMHFWVRPHSULQFLSOH
WKHQLWIROORZVWKDWQRQHRIWKHVHSHRSOHFRXOGUHDVRQDEO\UHMHFWLWHLWKHU%XWWKHUH
PLJKWDOVREHSULQFLSOHVWKDWVRPHRQHLPDJLQDEOHFRXOGUHDVRQDEO\UHMHFWEXWWKDW
QRQHRIWKHVHSHRSOHFRXOGUHDVRQDEO\UHMHFW7KHVHSULQFLSOHVVRJRHVWKH
VXJJHVWLRQZRXOGDWWDLQWKHNLQGRIXQDQLPLW\WKDW1DJHOZDQWVHYHQWKRXJKWKH\
PLJKWIDLOWRDWWDLQ´WKHNLQGRILGHDOXQDQLPLW\WKDWVLPSO\IROORZVIURPWKHLUEHLQJ
DVLQJOHULJKWDQVZHUZKLFKHYHU\RQHRXJKWWRDFFHSWEHFDXVHLWLVLQGHSHQGHQWO\
ULJKWµ7KXVPRGDOFRQWUDFWXDOLVPZRXOGEHGLVWLQFWIURPWKHVWUDLJKWIRUZDUGYLHZ
VLQFHLWPLJKWSHUPLWPRUDOFRQFHSWLRQVWKDWFRXOGUHDVRQDEO\EHUHMHFWHG³RQO\QRW
E\DQ\RIWKHSHRSOHLQWKHUHOHYDQWVRFLHW\
7KHWURXEOHZLWKWKLVVXJJHVWLRQLVWKDWLWSURGXFHVDYLHZZKLFKLVVLPSO\
LPSODXVLEOH7KLQNDERXWWKHNLQGVRIFRQVLGHUDWLRQWKDWJURXQGUHDVRQDEOH
UHMHFWLRQ1DJHOQRWHVWKDWRQHEDVLVIRUUHDVRQDEOHUHMHFWLRQLVWKDWDV\VWHP
 
´OHDYHV>WKHSHUVRQZKRUHMHFWVLW@WRREDGO\RIIE\FRPSDULVRQZLWKRWKHUVµ
	

6FDQORQVXJJHVWVRWKHUVLQFOXGLQJWKDWSURSRVHGSULQFLSOHV´DUELWUDULO\IDYRUWKH
FODLPVRIVRPHRYHUWKHLGHQWLFDOFODLPVRIRWKHUVWKDWLVWRVD\«WKH\DUHXQIDLUµ
	

6RRXUVHFRQGVXJJHVWLRQDERXWZKDWLVGLVWLQFWLYHWRPRGDOFRQWUDFWXDOLVPZLWK
UHVSHFWWRWKHVHNLQGVRIFRQVLGHUDWLRQVZRXOGEHWKDWLQVRPHFLUFXPVWDQFHVQRQH
RIWKHVHSHRSOHFRXOGUHDVRQDEO\UHMHFWVRPHSURSRVHGPRUDOFRQFHSWLRQRQJURXQGV
RIKRZEDGO\RIIWKH\ZHUHRUWKDWWKH\ZHUHDUELWUDULO\GLVIDYRXUHGHYHQWKRXJK
FRQFHLYDEO\VRPHRQHFRXOGUHDVRQDEO\UHMHFWLWRQWKRVHJURXQGV
/HWXVWU\WRLPDJLQHVXFKDFDVH6XSSRVHWKDWVRPHSURSRVHGPRUDO
FRQFHSWLRQLVVXFKWKDWQRRQHXQGHULWLVSDUWLFXODUO\EDGO\RIIEXWWKDWZHUHVRPH
RWKHUPXFKPRUHEDGO\RIISHUVRQWREHDPHPEHURIVRFLHW\WKHQVKHZRXOGEH
DQGUHPDLQVREDGO\RIIWKDWVKHZRXOGKDYHRQ1DJHO·VYLHZJURXQGVIRU
UHDVRQDEOHUHMHFWLRQRIWKHPRUDOFRQFHSWLRQ7KHFRQWHQWRIWKHPRUDO
FRQFHSWLRQZRXOGQRWHQVXUHWKDWLVWKDWKHULQWURGXFWLRQZRXOGFRLQFLGHHYHQLQ
GXHFRXUVHZLWKKHUFHDVLQJWREHWKLVEDGO\RII
	
1RQHRIWKHSHRSOHWKDWWKHUH
DUHLQWKLVVRFLHW\DVLWKDSSHQVFRXOGUHDVRQDEO\UHMHFWWKHFRQFHSWLRQEXWLIZH
FKDQJHWKLQJVDOLWWOHDWOHDVWRQHRIWKHPFRXOG³VRLW·VQRWWKHFDVHWKDWQRRQH
FRQFHLYDEOHFRXOGUHDVRQDEO\UHMHFWLW
2EYLRXVO\ZHPXVWDEVWUDFWDZD\IURPTXHVWLRQVDERXWZK\WKHEDGO\RIISHUVRQ
ZRXOGEHEDGO\RIIWRWKHIROORZLQJGHJUHHZHPXVWDVVXPHWKDWVKHZRXOGQRWEH
EDGO\RIIIRUUHDVRQVZKLFKZHYLHZDVXQGHUPLQLQJWKHJURXQGVIRUUHDVRQDEOH

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 ::2S
 6RZHVKRXOGSUREDEO\QRWWKLQNRIKHULQWURGXFWLRQDVEHLQJHIIHFWHGWKURXJKLPPLJUDWLRQIRU
H[DPSOHVLQFHWKHUHPD\EHSDUWLFXODUSULQFLSOHVZKLFKJRYHUQLPPLJUDWLRQDQGXQGHUPLQH
LPPLJUDQWV·FODLPVWRWKHVDPHWUHDWPHQWDVRWKHUV6HHWKHIROORZLQJSDUDJUDSKLQWKHPDLQWH[W
 
UHMHFWLRQWKDWEHLQJEDGO\RIISURYLGHV6RVKHZRXOGEHEDGO\RIILQDZD\ZKLFK
ZHDVPRGDOFRQWUDFWXDOLVWVZRXOGWKLQNDPRUDOFRQFHSWLRQRXJKWQRWWRSHUPLW
7KLVPHDQVWKDWWKHIDFWWKDWQRPHPEHURIWKLVVRFLHW\LVDVLWKDSSHQVVXIILFLHQWO\
EDGO\RIIWRUHMHFWLWLVDFRQWLQJHQWPDWWHU,WLVQRWWKDQNVWRWKHFRQWHQWRIWKH
PRUDOFRQFHSWLRQLWVHOIWKDWQRRQHLVLQDSRVLWLRQWRUHMHFWLWVLQFHWKHPRUDO
FRQFHSWLRQGRHVQRWLQFOXGHSURYLVLRQVWRSUHYHQWLWVFRPLQJDERXWWKDWDQ\RQH
VKRXOGEHWKLVEDGO\RII
$QH[DPSOHRIWKHVRUWRIFDVHLQTXHVWLRQZRXOGEHDVIROORZV$QHWKQLFDOO\
FRPSOHWHO\KRPRJHQHRXVVRFLHW\KDVDFRQVWLWXWLRQZKLFKLVUDFLVWWKHOHJDF\RI
ROGHUWLPHVRIHWKQLFGLYHUVLW\DQGGLYLVLRQV$VLWKDSSHQVQRRQHLVDIIHFWHGE\
WKHFRQVWLWXWLRQDOUDFLVPVLQFHQRRQHEHORQJVWRWKHUDFHVLWGLVFULPLQDWHVDJDLQVW
%XWLIVRPHRQHIURPWKHGLVFULPLQDWHGDJDLQVWUDFHVZHUHLQWURGXFHGLQWRVRFLHW\
VKHZRXOGEHIDUZRUVHRIIWKDQHYHU\RQHHOVHWKDQNVWRSURYLVLRQVDJDLQVWSHRSOH
IURPWKRVHUDFHVWDNLQJMREVUHFHLYLQJEHQHILWVDQGVRRQ

1RZLWVWULNHVPHDV
LPSODXVLEOHWRVXSSRVHWKDWPRGDOFRQWUDFWXDOLVWVZRXOGZDQWWRHQGRUVHPRUDO
FRQFHSWLRQVOLNHWKLVHYHQIRUVRFLHWLHVLQZKLFKQRRQHDVDPDWWHURIIDFWIDOOVIRXO
RIWKHUDFLVWFRQVWLWXWLRQ6RLIWKDWLVZKDWWKHVXJJHVWLRQXQGHUUHYLHZLQYROYHV
WKHQLWVKRXOGEHUHMHFWHG$QGKRZFRXOGLWDYRLGLQYROYLQJWKDW"
6RPHRQHPLJKWREMHFWWKDW,DPLOOLFLWO\VXSSRVLQJKHUHWKDWJURXQGVIRU
UHDVRQDEOHUHMHFWLRQDUHUHVWULFWHGWRRQO\WKRVHJURXQGVWKDWLQGLYLGXDOVLQWKH
UHOHYDQWJURXSKDYHWKHPVHOYHVRUFDQHQYLVDJHWKHPVHOYHVWKHDFWXDOPHPEHUVRI
WKHJURXSWKDWWKH\DUHKDYLQJ%XWWKH\DUHQRWWREHWKRXJKWRIDVUHVWULFWHGLQ
WKLVZD\LQFRQVLGHULQJZKDWFRXOGEHUHDVRQDEO\UHMHFWHGLQGLYLGXDOVVKRXOG
´UHO\«RQFRPPRQO\DYDLODEOHLQIRUPDWLRQDERXWZKDWSHRSOHKDYHUHDVRQWRZDQWµ

 7KLVH[DPSOHLOOXVWUDWHVWKHSRLQWZLWKUHVSHFWWRXQIDLUQHVVDVZHOO
 
UDWKHUWKDQRQZKDWWKH\DORQHZDQWRUDUHOLNHO\WRZDQW
 
7KRVHIURPGLIIHUHQW
HWKQLFEDFNJURXQGVDUHSHRSOHDQGVRWKHUHDVRQVWKDWWKH\ZRXOGKDYHWRUHMHFW
WKHPRUDOFRQFHSWLRQVLQTXHVWLRQVKRXOGDOVREHWDNHQLQWRDFFRXQWHYHQE\
PHPEHUVRIVRFLHWLHVLQZKLFKQRRQHGLIIHUVLQWHUPVRIHWKQLFLW\RUDELOLW\
%XWLIWKLVLVULJKWWKHQZHORVHVLJKWRIWKHVHQVHLQZKLFKPRGDOFRQWUDFWXDOLVP
LVVXSSRVHGWREHGLVWLQFWLYHRQWKHVHFRQGVXJJHVWLRQ:KDWQRQHRIWKHVHSHRSOH
FRXOGUHDVRQDEO\UHMHFWLVVXUHO\QRZWKHVDPHDVZKDWQRRQHFRXOGUHDVRQDEO\UHMHFW
DQGZKDWFDQQRWEHUHDVRQDEO\UHMHFWHGRQWKHPRGDOFRQWUDFWXDOLVWYLHZKDVQRW
WKHUHIRUHEHHQVKRZQWREHGLIIHUHQWIURPZKDWLVEHVWVXSSRUWHGE\UHDVRQ)RU
FRQVLGHUDWLRQVIURPZKRVHVWDQGSRLQWDUHQRZH[FOXGHGE\WKHPRGDOFRQWUDFWXDOLVW
IRUPXOD"$Q\WKLQJWKDWVRPHRQHFRXOGUHDVRQDEO\UHMHFWLVVRPHWKLQJWKDWRQHRIXV
FRXOGUHDVRQDEO\UHMHFWVLQFHZHDUHUHTXLUHGWRUHO\RQWKHUHDVRQVWKDWHYHU\RQH
KDVUDWKHUWKDQWKRVHWKDWRQO\ZHKDYH2IFRXUVHWKHUHLVDQDQDORJXHRIWKHDFWXDO
FRQWUDFWXDOLVWYDULDEOHRIVFRSHWRFRQVLGHUKHUHZKRFRXQWVDVVRPHRQH"%XW
DQ\RQHZKRFRXQWVDVVRPHRQHZLOOEHVXFKWKDWUHOLDQFHRQJHQHULFUHDVRQVLQ
ZRUNLQJRXWZKDWVRPHRQHFRXOGUHDVRQDEO\UHMHFWZLOODXWRPDWLFDOO\WDNHKHU
SHUVSHFWLYHLQWRDFFRXQW,FRQFOXGHWKHQWKDWWKHVHFRQGVXJJHVWLRQGRHVQRW
YLQGLFDWHWKHWKRXJKWWKDWPRGDOFRQWUDFWXDOLVPLVGLVWLQFWIURPWKHYLHZWKDWZKDW
LVMXVWLVWKDWZKLFKLVEHVWVXSSRUWHGE\UHDVRQ
7KHILQDOVXJJHVWLRQWKDW,ZDQWWRFRQVLGHUDERXWWKHGLVWLQFWLYHQHVVRIPRGDO
FRQWUDFWXDOLVPLVDVIROORZV6FDQORQVD\VWKDWKLVFRQWUDFWXDOLVPDFFRXQWVIRUWKH
VSHFLDOVLJQLILFDQFHRIWKHUDQJHRIFRQFOXVLRQVWKDWLWVXSSRUWVEHFDXVHLW
´UHFRJQLVH>V@WKDWZKDWLVDWVWDNHDUHWKHUHDVRQVZHFDQRIIHURQHDQRWKHULQD

 ::2S6FDQORQFDOOVVXFKFRQVLGHUDWLRQV¶JHQHULFUHDVRQV·
 
SURFHVVRIPXWXDOMXVWLILFDWLRQµ

,W·VQRWREYLRXVKRZHYHUZKDWGLIIHUHQFH
UHFRJQLVLQJWKLVLVVXSSRVHGWRPDNHRULQGHHGWKDWMXVWLI\LQJSULQFLSOHVE\DSSHDO
VLPSO\WRUHDVRQVWKDWZHWDNHWKHUHWREHDVRQWKHVWUDLJKWIRUZDUGYLHZIDLOVWR
UHFRJQLVHLW2QHWKLQJWKDW6FDQORQVD\VLVWKDWKLVFRQWUDFWXDOLVPDFFRXQWVIRUWKH
VSHFLDOVLJQLILFDQFHRIWKHPRUDOEHFDXVHLWH[SODLQVWKHVHQVHLQZKLFKIDLOXUHWR
UHFRJQLVHPRUDOUHDVRQVLVVRPXFKPRUHLPSRUWDQWWKDQDIDLOXUHWRUHFRJQLVHRWKHU
UHDVRQVWKDWWKHUHDUHYL]EHFDXVHLWUHIOHFWVDSHUVRQ·V´IDLOXUHWRVHHZK\WKH
MXVWLILDELOLW\RIKLVRUKHUDFWLRQVWRXVVKRXOGEHRIDQ\LPSRUWDQFHµ

%XWLILW·V
WUXHWKDWZKDW·VXQMXVWLILDEOHRQWKHVWUDLJKWIRUZDUGYLHZLVXQMXVWLILDEOHWRHDFK
SHUVRQWKHQLW·VQRWWUXHWKDWWKHSULQFLSOHVSLFNHGRXWE\PRGDOFRQWUDFWXDOLVPDUH
RQO\PRUDORQHVVRORQJDVZKDW·VXQMXVWLILDEOHRQWKHVWUDLJKWIRUZDUGYLHZLQFOXGHV
VRPHDFWLRQVZKLFKDUHQ·WLPPRUDO,QWKDWFDVHPRGDOFRQWUDFWXDOLVPGRHVQ·W
DFFRXQWIRUWKHVSHFLDOVLJQLILFDQFHRIWKHPRUDO,IKRZHYHUZKDW·VXQMXVWLILDEOHRQ
WKHVWUDLJKWIRUZDUGYLHZLQFOXGHVRQO\LPPRUDODFWLRQVWKHQFRQWUDFWXDOLVPGRHV
DFFRXQWIRUWKHVSHFLDOVLJQLILFDQFHRIWKHPRUDO%XWWKHQVRGRHVWKH
VWUDLJKWIRUZDUGYLHZ,WVD\VVRPHWKLQJOLNHWKDWIDLOXUHWREHPRUDOUHIOHFWVIDLOXUH
WRFDUHDERXWEHLQJMXVWLILHGLQRQH·VDFWLRQV
6FDQORQ·VVXJJHVWLRQFDQKRZHYHUEHJLYHQPRUHVXEVWDQFHE\WKHIROORZLQJ
LGHD6FDQORQKDVFODLPHGWKDWLWLVHVVHQWLDOWRFRQWUDFWXDOLVPQRWRQO\WKDWLW
H[SUHVVHVWKHLGHDRIMXVWLILDELOLW\WRHDFKSHUVRQEXWDOVRWKDWLWUHVSHFWVZKDW3DUILW

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 
KDVFDOOHGWKH,QGLYLGXDOLVW5HVWULFWLRQ

$FFRUGLQJWRWKH,QGLYLGXDOLVW5HVWULFWLRQ
´>L@QUHMHFWLQJVRPHPRUDOSULQFLSOHZHPXVWDSSHDOWRWKLVSULQFLSOH·VLPSOLFDWLRQV
RQO\IRURXUVHOYHVRUIRUDQ\RWKHUVLQJOHSHUVRQµ


0RGDOFRQWUDFWXDOLVWWKHRULHV
ZKLFKUHVSHFWWKH,QGLYLGXDOLVW5HVWULFWLRQKROGWKDWDSULQFLSOHVDWLVILHVWKHLGHDORI
LQGLYLGXDOLVWLFMXVWLILFDWLRQRQO\LILWVLPSOLFDWLRQVIRUDQ\JLYHQVLQJOHSHUVRQDUHQRW
VXFKWKDWLWFRXOGEHUHMHFWHGMXVWRQWKHJURXQGVRIWKRVHLPSOLFDWLRQV)RUDQ\
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XWLOLWDULDQLVPGRHVGREHWWHUWKDQDUELWUDU\SULRULWDULDQLVPLQDGLPHQVLRQZKLFK
UHVSHFWVWKH,QGLYLGXDOLVW5HVWULFWLRQ

LWGRHVQRWDUELWUDULO\GLVFULPLQDWHDJDLQVW
DQ\RQHLQLWVFDOFXOXV6RLQWKDWGLPHQVLRQWKHUHPD\EHDWLHEHWZHHQ
XWLOLWDULDQLVPDQGVWULFWHJDOLWDULDQLVP%XWLQWKHFKRLFHEHWZHHQWKRVHWZRDORQH
VWULFWHJDOLWDULDQLVPPXVWZLQVLQFHWKHRQO\UHDVRQWKDWXWLOLWDULDQVFDQJLYHDJDLQVW
VWULFWHJDOLWDULDQLVPLVUXOHGRXWDOWRJHWKHU

 6HH6FDQORQ´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµS
  $WOHDVWDFFRUGLQJWRWKHFRPSODLQWPRGHOUHMHFWLQJ6FDQORQLDQYLHZ
 
$VUHJDUGVWKHFKRLFHEHWZHHQVWULFWHJDOLWDULDQLVPDQGDUELWUDU\SULRULWDULDQLVP
KRZHYHULW·VQRWFOHDUZKDWDPRGDOFRQWUDFWXDOLVWVKRXOGVD\3UHVXPDEO\WKH
ZRUVWRIILQGLYLGXDOXQGHUVWULFWHJDOLWDULDQLVPKDVDUHDVRQIRUWKHUHMHFWLRQRIWKDW
FRQFHSWLRQEDVHGRQKRZZHOOVKHIDUHVZKLFKLVVWURQJHUWKDQWKDWRIWKHZRUVW
RIILQGLYLGXDOXQGHUDUELWUDU\SULRULWDULDQLVPEDVHGRQKRZZHOOVKHIDUHV%XWRQ
WKHRWKHUKDQGQRRQHXQGHUVWULFWHJDOLWDULDQLVPLVDUELWUDULO\GLVFULPLQDWHGDJDLQVW
VRWKRVHZKRDUHDUELWUDULO\GLVFULPLQDWHGDJDLQVWXQGHUDUELWUDU\SULRULWDULDQLVPZLOO
KDYHDUHDVRQIRULWVUHMHFWLRQEDVHGRQWKDWFRQVLGHUDWLRQZKLFKILQGVQR
FRXQWHUSDUWXQGHUVWULFWHJDOLWDULDQLVP
)RUPXODWLQJDPRGDOFRQWUDFWXDOLVWILUVWRUGHUQRUPDWLYHWKHRU\JLYHQRQO\WKHVH
WKUHHFRQFHSWLRQVDQGWKHWKUHHGLPHQVLRQVRIDVVHVVPHQWWRFKRRVHIURPLVWKHQD
PDWWHUILUVWRIGHWHUPLQLQJZKLFKGLPHQVLRQVRIDVVHVVPHQWUHDVRQVIRUPRUDO
FRQFHSWLRQVGRQRWYLRODWHWKH,QGLYLGXDOLVW5HVWULFWLRQDQGWKHQGHWHUPLQLQJRQ
WKHEDVLVRIWKRVHWKDWUHPDLQZKLFKWKHRU\LVEHVWVXSSRUWHG,QRXUH[DPSOHWKLV
LQYROYHVUXOLQJRXWWKHFKLHIUHDVRQLQVXSSRUWRIXWLOLWDULDQLVPDQGWKHQ
GHWHUPLQLQJZKLFKRIWKHWKUHHFRQFHSWLRQVLVEHVWVXSSRUWHGE\UHDVRQVRIIDLUQHVV
DQGWKHZHOOEHLQJRIWKHZRUVWRII8WLOLWDULDQLVPLVSRRUO\VXSSRUWHGE\HLWKHU
UHDVRQLQFRPSDULVRQZLWKWKHRWKHUWZRVRLWZLOOEHUXOHGRXW3HUKDSVWKHQZH
ZLOOGHFLGHWKDWKDYLQJWKHOHYHORIZHOOEHLQJWKDWWKHZRUVWRIISHUVRQXQGHUVWULFW
HJDOLWDULDQLVPKDVJLYHVRQHDUHDVRQIRUWKHUHMHFWLRQRIWKDWPRUDOFRQFHSWLRQ
ZKLFKLVVWURQJHUWKDQWKHUHDVRQWKDWEHLQJDUELWUDULO\GLVFULPLQDWHGDJDLQVWJLYHV
WKHZRUVWRIIVKRUWHDUOREHGLQGLYLGXDOXQGHUDUELWUDU\SULRULWDULDQLVPWRUHMHFWWKDW
PRUDOFRQFHSWLRQ3HUKDSVZHZLOOQRW%XWZKDWLVFOHDULVWKDWWKLVZLOOEHD
PDWWHUVLPSO\RIGLVFHUQLQJDQGFRPSDULQJWKHUHODWLYHVWUHQJWKRIWKH,QGLYLGXDOLVW
5HVWULFWLRQUHVSHFWLQJUHDVRQVWKDWWKHUHDUH
 
7KHVDPHKROGVRXWZLWKWKHDUWLILFLDOFRQVWUDLQWVRIWKLVH[DPSOH7KHUDQJHRI
PRUDOFRQFHSWLRQVDYDLODEOHWRFKRRVHIURPLVPXFKODUJHURIFRXUVHDQGWKHUHDUH
RWKHU,QGLYLGXDOLVW5HVWULFWLRQUHVSHFWLQJUHDVRQVIRUUHMHFWLRQZKLFKFDQQRWEH
FDSWXUHGLQWHUPVRILQGLYLGXDOOHYHOVRIZHOOEHLQJRUDUELWUDU\GLVFULPLQDWLRQ
6FDQORQVXJJHVWVIRUH[DPSOHWKDWJURXQGVIRUUHMHFWLRQPD\EHJLYHQE\
FRQVLGHUDWLRQVRIULJKWVDQGHQWLWOHPHQWVRILQGLYLGXDOUHVSRQVLELOLW\DQGRI
XUJHQF\RIQHHG


%XWWKHVDPHEDVLFDSSURDFKDSSOLHVFRQVLGHUWKH,QGLYLGXDOLVW
5HVWULFWLRQUHVSHFWLQJUHDVRQVWKDWPD\EHRIIHUHGIRUDQGDJDLQVWPRUDO
FRQFHSWLRQVDQGFKRRVHWKDWFRQFHSWLRQZKLFKLVOHDVWUHMHFWDEOHLQWKHVHQVHWKDW
WKHVWURQJHVWUHDVRQDJDLQVWLWLVZHDNHUWKDQWKHVWURQJHVWUHDVRQDJDLQVWDQ\
FRPSHWLQJFRQFHSWLRQ6RIRULQVWDQFHZKHQ6FDQORQSURSRVHGLQ
´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµWKDW5DZOVEHUHDGDVDGYDQFLQJZKDW,DP
FDOOLQJDPRGDOFRQWUDFWXDOLVWWKHRU\KHEDVHGKLVUHDGLQJRQWKHLGHDWKDWFHUWDLQ
FRQGLWLRQVRQWKHSDUWLHV·FKRLFHLQ5DZOV·VRULJLQDOSRVLWLRQDUHEHVWYLHZHGDV
H[SUHVVLQJ´WKHVWUHQJWKRIWKHREMHFWLRQWKDWWKH¶ORVHUV·PLJKWKDYHWRDVFKHPH
WKDWPD[LPLVHGDYHUDJHXWLOLW\DWWKHLUH[SHQVHDVFRPSDUHGZLWKWKHFRXQWHU
REMHFWLRQVWKDWRWKHUVPLJKWKDYHWRDPRUHHJDOLWDULDQDUUDQJHPHQWµ
	
7KH
WKRXJKWXQGHUO\LQJWKHFRQVWUXFWLRQRIWKHRULJLQDOSRVLWLRQLVVLPSO\WKDWRQFHZH
KDYHGLVFRXQWHG,QGLYLGXDOLVW5HVWULFWLRQYLRODWLQJUHDVRQVWKHVWURQJHVWUHDVRQ
DJDLQVWDYHUDJHXWLOLWDULDQLVPKHUHLVZHDNHUWKDQWKHVWURQJHVWUHDVRQDJDLQVW¶D
PRUHHJDOLWDULDQDUUDQJHPHQW·7KHRULJLQDOSRVLWLRQLVWREHLQWHUSUHWHGDVDPHDQV
RIHQVXULQJWKDWRXUFKRLFHLVJXLGHGE\WKH,QGLYLGXDOLVW5HVWULFWLRQUHVSHFWLQJ
UHDVRQVWKDWWKHUHDUH

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 ´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµS
 
6RZKDWZLOODPRGDOFRQWUDFWXDOLVWWKHRU\RIMXVWLFHORRNOLNH"7KDWZLOOGHSHQG
XSRQZKLFK,QGLYLGXDOLVW5HVWULFWLRQUHVSHFWLQJUHDVRQVZHWDNHWKHUHWREH
5HDVRQVUHODWLQJWROHYHOVRILQGLYLGXDOZHOOEHLQJZLOOVXUHO\EHDPRQJWKHPDVWKH\
DUHLQ6FDQORQ·VDQG1DJHO·VYLHZV%XWZKLFKHYHUVXFKUHDVRQVZHGRWDNHWKHUHWR
EHDPRUDOFRQFHSWLRQ·VFRQIRUPLW\WRWKHPZLOOEHQHFHVVDU\DQGVXIILFLHQWIRU
MXVWLFH,IWKHVWURQJHVWUHDVRQDJDLQVWVRPHHJDOLWDULDQPRUDOFRQFHSWLRQLVZHDNHU
WKDQWKHVWURQJHVWUHDVRQDJDLQVWVRPHFRPSHWLQJPRUDOFRQFHSWLRQWKHQWRWKH
H[WHQWWKDWRXUFKRLFHLVUHVWULFWHGWRWKRVHWZRPRUDOFRQFHSWLRQVWKHHJDOLWDULDQ
PRUDOFRQFHSWLRQLVWKHPRUHMXVW


 0RGDOFRQWUDFWXDOLVPDQGDFWXDOFRQWUDFWXDOLVP
&RXOGDPRGDOFRQWUDFWXDOLVWEHDWWKHVDPHWLPHDQDFWXDOFRQWUDFWXDOLVW"7KDW
GHSHQGVRQZKHWKHUWKHFRQVLGHUDWLRQDSSHDOHGWRE\DFWXDOFRQWUDFWXDOLVWVDV
JURXQGVIRUWKHUHMHFWLRQRISURSRVHGPRUDOFRQFHSWLRQVSURGXFHVUHDVRQVZKLFK
GRQRWYLRODWHWKH,QGLYLGXDOLVW5HVWULFWLRQ7KHFRQVLGHUDWLRQLVVLPSO\WKDWD
UHOHYDQWLQGLYLGXDOGRHVQRWDFWXDOO\DFFHSWWKHPRUDOFRQFHSWLRQLQTXHVWLRQ$VD
UHDVRQIRUWKHUHMHFWLRQRIWKDWFRQFHSWLRQWKLVGRHVQRWYLRODWHWKH,QGLYLGXDOLVW
5HVWULFWLRQ$QDSSHDOWRP\DFWXDOQRQDFFHSWDQFHRIDPRUDOFRQFHSWLRQPD\QRW
EHDQDSSHDOWRIDFWVDERXWP\ZHOOEHLQJ%XWLWFDQEHVHHQDVDQDORJRXVWRDQ
DSSHDOWRDPRUDOFRQFHSWLRQ·VDUELWUDU\WUHDWPHQWRIPHLQWKHVHQVHWKDWLWLVDQ
DSSHDOWRWKHSULQFLSOH·VLPSOLFDWLRQVIRUPHDVLQJOHLQGLYLGXDO

,WLVQRWDQDSSHDO

 (YHQLIZHFKRRVHWRHQGRUVHWKHFRPSODLQWPRGHOVRWKDWDUELWUDU\WUHDWPHQWRIPHLVQRWFOHDUO\
DUHDVRQIRUUHMHFWLRQVWLOOP\DFWXDOQRQDFFHSWDQFHPLJKWEHWKRXJKWWRSURYLGHJURXQGVIRU
 
WRWKHLPSOLFDWLRQVRIWKHPRUDOFRQFHSWLRQIRUDQ\DJJUHJDWHJURXS6RDPRGDO
FRQWUDFWXDOLVWFRXOGLGHQWLI\QRQDFFHSWDQFHDVDUHDVRQIRUUHMHFWLRQZLWKRXWORVLQJ
KHUJULSRQZKDWLVGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP
2IFRXUVHQRWPDQ\PRGDOFRQWUDFWXDOLVWVZRXOGLGHQWLI\QRQDFFHSWDQFHDVD
UHDVRQIRUWKHUHMHFWLRQRIDPRUDOFRQFHSWLRQ³PXFKOHVVWKHRQO\RQHDVDSXUH
DFWXDOFRQWUDFWXDOLVPIRXQGHGRQPRGDOFRQWUDFWXDOLVPPLJKW%XWLWZRXOGQRW
REYLRXVO\EHLQFRQVLVWHQWZLWKPRGDOFRQWUDFWXDOLVPIRUWKHPWRGRVR2QH
GLIILFXOW\KRZHYHULVWKDWLIWKHUHLVQRPRUDOFRQFHSWLRQWKDWHDFKSHUVRQDFWXDOO\
DFFHSWVWKHDFWXDOFRQWUDFWXDOLVWFODLPVWKDWQRPRUDOFRQFHSWLRQLVMXVW7KDW
ZRXOGWUDQVODWHLQWRWKHFRQFOXVLRQWKDWHDFKFRXOGUHDVRQDEO\EHUHMHFWHG%XW
6FDQORQVHHPVWRGHQ\WKDWVXFKFDVHV´LQZKLFKRSSRVLQJSDUWLHVKDYHVWURQJ
REMHFWLRQVWKDWDUHHYHQO\EDODQFHGµFRXOGLQIDFWDULVH

,IPRGDOFRQWUDFWXDOLVP
LPSOLHV6FDQORQ·VGHQLDOPRGDOFRQWUDFWXDOLVPDQGDFWXDOFRQWUDFWXDOLVPDUH
LQFRPSDWLEOH
6FDQORQ·VDUJXPHQWDJDLQVWWKHSRVVLELOLW\RIHYHQO\EDODQFHGREMHFWLRQVLVQRW
SDUWLFXODUO\SRZHUIXOKRZHYHU+HLPDJLQHVWZRSHRSOHVZLPPLQJIURPDVLQNLQJ
VKLSRQHRIZKRPLVPXFKVWURQJHUWKDQWKHRWKHUZKRFKDQFHXSRQDVLQJOH
OLIHMDFNHWDWWKHVDPHWLPH+HWKHQFRQWHPSODWHVWKHLGHDWKDWERWKDSULQFLSOH
SHUPLWWLQJWKHXVHRIIRUFHWRVHL]HWKHOLIHMDFNHWDQGDSULQFLSOHSURKLELWLQJWKHXVH
RIIRUFHFRXOGEHUHDVRQDEO\UHMHFWHGRQHVZLPPHU·VREMHFWLRQWRRQHSULQFLSOHLV
DVVWURQJDVWKHRWKHU·VWRWKHRWKHUVLQFH´WKHFRQVLGHUDWLRQVRQWKHWZRVLGHVDUH

UHDVRQDEOHUHMHFWLRQEHFDXVHOLYLQJP\OLIHLQDZRUOGVWUXFWXUHGE\DQRUPDWLYHV\VWHPWKDW,GRQRW
DFFHSWKDVVHYHUHLPSOLFDWLRQVIRUP\ZHOOEHLQJ
 ::2S
 
WKHVDPHµ

%XWKHUHMHFWVWKLVLGHDRQWKHJURXQGWKDWLQIDFWRQHRIWKHVH
SULQFLSOHVSHUKDSVFRPELQHGZLWKRWKHUVZLOOEHVWUHFRJQLVHWKH´QHHGIRUVRPH
GHFLVLYHVROXWLRQµDVZHOODVWKHV\PPHWU\RIWKHVZLPPHUV·FODLPV0RUHJHQHUDOO\
KHVD\V´>W@KHYHU\IDFWWKDW«REMHFWLRQVDUHV\PPHWULFDOPD\SRLQWWKHZD\WRZDUG
DFODVVRISULQFLSOHVWKDWDUHQRWUHMHFWDEOHµ


7RVWDUWZLWKKRZHYHUWKDWLVFRQVLVWHQWZLWKWKHSRVVLELOLW\WKDWWKHIDFWWKDW
REMHFWLRQVDUHV\PPHWULFDOPD\QRWSRLQWWKHZD\WRZDUGVVXFKDFODVVRISULQFLSOHV
,QWKHVZLPPHUV·FDVHLQGHHGWKHV\PPHWU\RIWKHLUREMHFWLRQVDQGXUJHQF\RI
WKHLUQHHGVPLJKWSRLQWDZD\WRQRQUHMHFWDEOHSULQFLSOHVDV6FDQORQFODLPV<HW
SHUKDSVQRWDOODQDORJRXVVLWXDWLRQVSRLQWWRDQDORJRXVQRQUHMHFWDEOHSULQFLSOHV$
VLWXDWLRQLQZKLFKHDFKSRVVLEOHPRUDOFRQFHSWLRQLVDFWXDOO\UHMHFWHGE\VRPHRQHPD\
EHOLNHWKLV$QGWKDWPLJKWVLPSO\EHDSRVVLELOLW\ZHPXVWOLYHZLWK
,QDQ\FDVHLW·VQRWFOHDUZKDW6FDQORQPHDQVZKHQKHVD\VWKDW´>D@SULQFLSOH
SHUPLWWLQJHDFKWRVWUXJJOHIRUWKHMDFNHWDWOHDVWKDVWKHPHULWRIUHFRJQL]LQJWKH
V\PPHWU\RIWKHLUFODLPVµ
 
:K\ZRXOGQ·WDSULQFLSOHSURKLELWLQJWKHPIURP
VWUXJJOLQJKDYHMXVWDVPXFKPHULWLQWKDWVHQVH":K\ZRXOGQ·WDUHIXVDOWRHQGRUVH
DQ\QRUPSHUWDLQLQJWRWKLVVLWXDWLRQKDYHMXVWDVPXFKPHULW"6FDQORQ·VPRUH
VLJQLILFDQWSRLQWVHHPVWREHWKDWDSULQFLSOHSHUPLWWLQJHDFKWRVWUXJJOHIRUWKH
MDFNHWKDVWKHPHULWRI´UHFRJQL]LQJ«WKHQHHGIRUVRPHGHFLVLYHVROXWLRQµ+HUHLW
VHHPVWKDWDSULQFLSOHSURKLELWLQJWKHVWUXJJOHLVZHDNHU

%XWLW·VQRWFOHDUDWDOO

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 ::2S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 $OWKRXJKWKLVPD\RYHUHVWLPDWHWKHGHFLVLYHQHVVRIYLROHQWVWUXJJOHLQGHWHUPLQLQJD¶ZLQQHU·DQG
XQGHUHVWLPDWHWKHGHFLVLYHQHVVRIVD\FDOPO\WUHDGLQJZDWHUDQGKRSLQJWKDWWKHRWKHUSHUVRQZLOO
WLUHILUVW
 
WKDWLQWKLVVLWXDWLRQWKHUHLVDQHHGIRUDGHFLVLYHVROXWLRQLQWKHVHQVHRIDQ
RXWFRPHZKLFKUHFHLYHVPRUDOLW\·VVHDORIDSSURYDOE\EHLQJWKHRXWFRPHRIDQRQ
UHMHFWDEOHSULQFLSOH3HUKDSVULJKWQHVVDQGZURQJQHVVRUMXVWLFHDQGLQMXVWLFH
GRQ·WH[WHQGWRHYHU\DFWLQHYHU\VLWXDWLRQ,IWKHSDUWLHVJRDKHDGDQGVWUXJJOH
ZLWKHDFKRWKHUZHPLJKWZDQWWRVD\DIWHUZDUGVWKDWWKH\GLGZKDWWKH\KDGWRGR
EXWZHPLJKWQRWZDQWWRVD\DOOWKHVDPHWKDWWKHZLQQHUGLGQRZURQJRUWKDWWKHUH
ZDVVRPHVROXWLRQZKLFKZRXOGKDYHEHHQULJKW6RDOWKRXJKDK\EULGRIPRGDO
DQGDFWXDOFRQWUDFWXDOLVPUDLVHVWKHSRVVLELOLW\RIDVLWXDWLRQLQZKLFKHYHU\SRVVLEOH
PRUDOFRQFHSWLRQFRXOGEHUHMHFWHGIRUWKHVDPHUHDVRQ³DFWXDOQRQDFFHSWDQFHE\
VRPHLQGLYLGXDO³,FRQFOXGHWKDWWKLVGRHVQRWQHFHVVDULO\WKUHDWHQVXFKDYLHZ
0RGDOFRQWUDFWXDOLVWVQHHGQ·WIROORZ6FDQORQLQGHQ\LQJWKHH[LVWHQFHRIVXFK
VLWXDWLRQV
,VPRGDOFRQWUDFWXDOLVPFRQVLVWHQWZLWKDOORIWKHIRUPVRIDFWXDOFRQWUDFWXDOLVP
WKDW,LGHQWLILHGLQFKDSWHU",QSDUWLFXODUPL[HGDQGGXDOFRQGLWLRQWKHRULHVPD\
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WKDWQRRQHFDQUHDVRQDEO\UHMHFW6RDK\EULGYLHZFDQPDNHJRRGDORQJZLWKWKH
,QGLYLGXDOLVW5HVWULFWLRQWKHPRGDOFRQWUDFWXDOLVW·VFODLPWKDWPRGDOFRQWUDFWXDOLVP
LVPRUHWKDQDYLHZWKDWVD\VZKDWLVMXVWLVVLPSO\WKDWZKLFKLVEHVWVXSSRUWHGE\
WKHUHDVRQV:KDWWKHUHDVRQVDUHLVQRWLQGHSHQGHQWRILQGLYLGXDOV·UHDVRQDEOHQHVV
)LQGLQJDQGFRPSO\LQJZLWKWKHUHDVRQVWKDWWKHUHDUHUHTXLUHVWKDWZHDFWXDOO\GR
DLPWRILQGDQGFRPSO\ZLWKVXFKUHDVRQV
1RZWKHSX]]OH$WOHDVWLQVRIDUDVZHDUHFRQVLGHULQJRQO\LQGLYLGXDOVZKRDUH
UHDVRQDEOHLQWKHVHQVHWKDWWKH\JLYHSULRULW\LQWKHLUSUDFWLFDOUHDVRQLQJWRWKH
UHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHDFWXDOO\
DFFHSWVLWDSSHDUVWKDWZKDWLVMXVWKDVQRWKLQJWRGRZLWKDQ\RQH·VPRUDORURWKHU
YLHZVDQGFRPPLWPHQWVDVLGHIURPWKHFRPPLWPHQWWRWKHPRGDOFRQWUDFWXDOLVW
UHDVRQLWVHOI

)RU³VRORQJDVLW·VJLYHQVXIILFLHQWSULRULW\³WKHUHDVRQWKDWDQ
LQGLYLGXDOKDVWRVHHNDQGFRPSO\ZLWKXQLYHUVDOO\DFFHSWHGSULQFLSOHVZLOOWUXPS
DQ\UHOXFWDQFHEDVHGRQKHURWKHUYLHZVDQGFRPPLWPHQWVWRFRPSO\ZLWKSULQFLSOHV
WKDWORRNOLNHO\WRJDLQXQLYHUVDODFFHSWDQFH7KLVZLOOEHWUXHRIHDFKLQGLYLGXDO
1RRQH·VYLHZVDQGFRPPLWPHQWVDSDUWIURPWKHFRPPLWPHQWWRWKHPRGDO
FRQWUDFWXDOLVWUHDVRQFDQEHWDNHQWREHIL[HGDEDVLVIRUWKHDFFHSWDQFHRUUHMHFWLRQ
RISULQFLSOHV0HDQZKLOHWKHPRGDOFRQWUDFWXDOLVWUHDVRQLQLWVHOIGRHVQ·WGHWHUPLQH
DQ\ILUVWRUGHUSULQFLSOHV6RWKHFRQWHQWRIMXVWSULQFLSOHVDQGPRUDOFRQFHSWLRQV
PD\EHGHWHUPLQHGE\IDFWRUVZKLFKZRXOGVWULNHXVDVDUELWUDU\DQGVR
LQDSSURSULDWH7KHUHDVRQVLGHQWLILHGE\WKHPRGDOFRQWUDFWXDOLVWFRPSRQHQWRIWKH

 5HFDOOWKHVWLSXODWLRQDERYHWKDWZHDUHFRQVLGHULQJWKHK\EULGWKHRU\DVDSXUHOHJLWLPDF\WKHRU\
IRUWKHWLPHEHLQJ
 
K\EULGWKHRU\GRQRWGHWHUPLQHWKHLUFRQWHQW1RUGRWKHYDOXHVDQGSULQFLSOHV
DIILUPHGE\LQGLYLGXDOV³ZKLFKLVZKHUHZHZRXOGH[SHFWWRILQGWKHGHWHUPLQLQJ
IDFWRUVLQDQDFWXDOFRQWUDFWXDOLVWYLHZ<HWDVHOIDSSRLQWHGFRRUGLQDWRU·VILUVW
PRUDOFRQFHSWLRQRXWRIDKDWWKHDUELWUDU\FKRLFHRIDUDQGRPO\QRPLQDWHG
SHUVRQWKHSULQFLSOHWKDWWKHPDMRULW\ZRXOGDFFHSWZHUHFRQVLGHUDWLRQVRI
UHDVRQDEOHQHVVQRWWDNHQLQWRDFFRXQW³DOORIWKHVHPLJKWGHWHUPLQHWKHFRQWHQWRI
MXVWLFH6XUHO\WKLVFRXQWVDJDLQVWWKHK\EULGFRQWUDFWXDOLVW"
2IFRXUVHLIZHGURSWKHVWLSXODWLRQWKDWZHDUHFRQVLGHULQJK\EULGWKHRULHVDV
SXUHOHJLWLPDF\WKHRULHVDQGEULQJLQDUHJXODWLYHFRQFHSWLRQFRPSRQHQWWKHQLW·V
QRORQJHUWKHFDVHWKDWDQ\PRUDOFRQFHSWLRQFRXOGEHMXVW&OHDUO\WKHPRUDO
FRQFHSWLRQVSHFLILHGLQWKHUHJXODWLYHFRQFHSWLRQFRPSRQHQWLVWKHRQO\MXVWFKRLFH
$Q\WKLQJHOVHYLRODWHVWKHQHFHVVDU\FRQGLWLRQVHWE\WKHUHJXODWLYHFRQFHSWLRQ
FRPSRQHQW%XWWKLVGRHVQ·WDOWHUWKHDSSDUHQWDUELWUDULQHVVRIWKHFRQWULEXWLRQ
IURPWKHK\EULGWKHRULVW·VVSHFLILFDWLRQRIWKHOHJLWLPDF\FRPSRQHQW-XVWLFHFRXOG
HDVLO\EHVHFXUHGIRUWKHPRUDOFRQFHSWLRQVSHFLILHGE\WKHUHJXODWLYHFRQFHSWLRQ
FRPSRQHQWDOOWKDW·VQHHGHGLVWRFRRUGLQDWHLQGLYLGXDOVVRWKDWWKLVLVZKDWWKH\
DFFHSWUDWKHUWKDQDQ\RWKHUPRUDOFRQFHSWLRQ³DQ\RIZKLFKWKH\ZRXOGHTXDOO\
JODGO\DFFHSWLQRUGHUWRIDFLOLWDWHWKHXQLYHUVDOLW\RIDFWXDODFFHSWDQFH%XWPHUH
FRRUGLQDWLRQLVQ·WDQDSSURSULDWHGHWHUPLQDQWRIWKHFRQWHQWRIZKDW·VMXVWDQ\
PRUHWKDQWKHDUELWUDU\FKRLFHRIDUDQGRPO\QRPLQDWHGSHUVRQLV6RWKHSX]]OH
ZKLFK,VKDOOFDOOWKH¶DUELWUDULQHVVSX]]OH·UHPDLQV
,VDLGWKDWWKLVSX]]OHDULVHVDWOHDVWLQVRIDUDVZHDUHFRQVLGHULQJRQO\
UHDVRQDEOHSHRSOHWKDWLVSHRSOHZKRJLYHSULRULW\WRWKHPRGDOFRQWUDFWXDOLVW
UHDVRQ$GLIIHUHQWSX]]OH¶WKHSX]]OHRIVFRSHUHFRQFLOLDWLRQ·FRPHVWROLJKWZKHQ
ZHFRQVLGHUZKDWWKHK\EULGWKHRULVWVKRXOGVD\DERXWSHRSOHZKRDUHQRW
UHDVRQDEOHLQWKLVVHQVH6XFKSHRSOHZRXOGQRWVWDQGUHDG\WRDEDQGRQWKHLU
 
FRPPLWPHQWVDQGDFFHSWRWKHUVLQRUGHUWRIDFLOLWDWHXQLYHUVDODFFHSWDQFH1RZ
WKHK\EULGWKHRULVWFODLPVWKDWLWLVDVXIILFLHQWUHDVRQWRUHMHFWSULQFLSOHRUPRUDO
FRQFHSWLRQ3WKDWDJLYHQLQGLYLGXDO6DFWXDOO\GRHVQRWDFFHSW3%XWZKDWLI6·V
DFWXDOQRQDFFHSWDQFHRI3FRPHVDERXWRQO\EHFDXVH6IDLOVWRUHFRJQLVHWKHUHDVRQ
WKDWWKHUHLVWRUHMHFWDSULQFLSOHRUPRUDOFRQFHSWLRQWKDWVRPHRQH·VDFWXDOQRQ
DFFHSWDQFHSURYLGHV",QWKDWFDVHHYHQLIHYHU\RQHDSDUWIURP6DFFHSWV33³VRLW
VHHPV³LVUHDVRQDEO\UHMHFWDEOH%XWWKLVLVRQO\EHFDXVHVRPHSHRSOHGRQ·WFDUH
DERXWZKDWFDQDQGFDQQRWUHDVRQDEO\UHMHFWHG7KLVDSSHDUVWRFRQWDPLQDWHWKH
FRQWHQWRIMXVWLFHZKDWFDQQRWEHUHDVRQDEO\UHMHFWHGE\DOORZLQJLWWREH
GHWHUPLQHGE\WKHYLHZVRIWKRVHZKRDUHXQMXVWZKRGRQ·WFDUHDERXWZKDWFDQRU
FDQQRWEHUHDVRQDEO\UHMHFWHG6XUHO\LWVKRXOGQRWEHVRFRQWDPLQDWHG"
7KLVEULQJVRXWDTXHVWLRQDERXWVFRSH0RGDOFRQWUDFWXDOLVWVDQGWKHUHIRUH
K\EULGWKHRULVWVLQFOXGHDPRQJWKRVHZKRVHUHDVRQDEOHUHMHFWLRQPDWWHUVHYHQWKRVH
ZKRDUHDVDPDWWHURIIDFWXQUHDVRQDEOHXQUHDVRQDEOHQHVVLVQRWDFULWHULRQIRU
H[FOXVLRQE\WKHPRGDOFRQWUDFWXDOLVW·VFRXQWHUSDUWWRWKHDFWXDOFRQWUDFWXDOLVW
YDULDEOHRIVFRSHVHH&KDSWHUVHFWLRQDERYH

7KH\FDUHDERXWZKDW
XQUHDVRQDEOHSHRSOHFRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSW%XWZKRVHDFWXDO

 6FDQORQGLVFXVVHVWKLVTXHVWLRQDW::2SS,QDFWXDOFRQWUDFWXDOLVPWKHTXHVWLRQRI
VFRSHLVHIIHFWLYHO\WRZKRPVKRXOGZHJLYHDQDFWXDOYHWRWREHXVHGDVVKHSOHDVHVRYHU
SURSRVHGPRUDOFRQFHSWLRQV",WPLJKWEHSODXVLEOHWRVD\RQO\WRUHDVRQDEOHSHRSOH³EHFDXVHVD\
XQUHDVRQDEOHSHRSOH·VXQUHDVRQDEOHQHVVVKRXOGQRWEHSHUPLWWHGWRGHWHUPLQHWKHFRQWHQWRIMXVWLFH
6HHEHORZLQWKHPDLQWH[W,QPRGDOFRQWUDFWXDOLVPWKHTXHVWLRQLVLPSOLFDWLRQVRISURSRVHG
SULQFLSOHVIRUZKRPVKRXOGEHFRQVLGHUHGDPRQJWKH,QGLYLGXDOLVW5HVWULFWLRQUHVSHFWLQJJURXQGVIRU
UHDVRQDEOHUHMHFWLRQ",WLVQRWDVSODXVLEOHWRVXSSRVHWKDWZHRXJKWQRWWRFRQVLGHUXQUHDVRQDEOH
SHRSOHDPRQJWKRVHWKHLPSOLFDWLRQVIRUZKRPVKRXOGEHFRQVLGHUHGVLQFHWKHLUXQUHDVRQDEOHQHVV
GRHVQRWDVFOHDUO\GHWHUPLQHWKHFRQWHQWRIMXVWLFHDVLWGRHVIRUDFWXDOFRQWUDFWXDOLVWV
 
UHMHFWLRQPDWWHUVWRDK\EULGWKHRULVW",ILWLVQRWRQO\WKRVHZKRDUHUHDVRQDEOH
WKHQZHIDFHWKHGLIILFXOW\MXVWGHVFULEHG%XWLVWKHUHDQ\EDVLVLQWHUQDOWRWKH
K\EULGYLHZIRUH[FOXGLQJWKRVHZKRDUHXQUHDVRQDEOHIURPWKHVHWRIWKRVH
LQGLYLGXDOVZKRVHDFWXDODFFHSWDQFHPDWWHUV"
3HUKDSVWKHUHLV7KHPRGDOFRQWUDFWXDOLVWRUGLQDULO\GRHVQ·WH[FOXGHWKRVHZKR
DUHXQUHDVRQDEOHIURPWKHVFRSHRIWKRVHWKHLPSOLFDWLRQVIRUZKRPRIDSURSRVHG
SULQFLSOHRUPRUDOFRQFHSWLRQPD\FRXQWDPRQJWKHJURXQGVIRUWKHUHDVRQDEOH
UHMHFWLRQRIWKDWSULQFLSOHRUPRUDOFRQFHSWLRQ(DFKSHUVRQZLOOEHVXEMHFWWRWKH
SULQFLSOHVRUPRUDOFRQFHSWLRQZKLFKLVXOWLPDWHO\FKRVHQDQGLWZLOOKDYH
LPSOLFDWLRQVIRUHDFKSHUVRQZKLFKDUHVXUHO\UHOHYDQWWRWKHGHFLVLRQZKDWLWLV
UHDVRQDEOHWRUHMHFWRQWKHEDVLVRIUHDVRQVGHULYLQJIURPLPSOLFDWLRQVIRU
LQGLYLGXDOV7KDWDSHUVRQLVXQUHDVRQDEOHGRHVQ·WH[FOXGHKHUIURPPRUDO
FRQVLGHUDWLRQ+RZHYHULWGRHVJLYHXVJURXQGWRLJQRUHKHUDFWXDOMXGJPHQWV
DERXWZKDWLVULJKWDQGZURQJMXVWDQGXQMXVW7KHVHRXJKWQRWWRKDYHDEHDULQJ
RQWKHTXHVWLRQZKDWLVULJKWDQGZURQJMXVWDQGXQMXVW)RUWKH\DUHH[K\SRWKHVL
QRWEDVHGRQUHFRJQLWLRQRIDIXQGDPHQWDOUHDVRQWKDWZHKDYHWRILQGDQGFRPSO\
ZLWKSULQFLSOHVWKDWFDQQRWEHUHDVRQDEO\UHMHFWHGWKDWWKHUHLVSHUWDLQLQJWRWKH
PDWWHURIZKDWLVULJKWDQGZURQJDQGMXVWDQGXQMXVW:KDWZHZDQWWRNQRZLV
ZKDWVXFKSHRSOHZRXOGDFFHSWLIWKH\UHFRJQLVHGWKLVUHDVRQQRWZKDWWKH\GR
DFFHSWZKHQWKH\GRQ·WUHFRJQLVHLW$FFHSWDQFHRIWKHH[LVWHQFHRIWKLVUHDVRQLVD
IXQGDPHQWDOPRGDOFRQWUDFWXDOLVWFRPPLWPHQW
1RZDQXQUHDVRQDEOHLQGLYLGXDO·VDFWXDOQRQDFFHSWDQFHPD\DVZHVDZDERYH
EHVKDSHGE\KHUXQUHDVRQDEOHQHVVLQWKHVHQVHWKDWLWLVRQO\EHFDXVHVKHLV
XQUHDVRQDEOHWKDWVKHGRHVQRWDFFHSWWKHSULQFLSOHRUPRUDOFRQFHSWLRQLQ
TXHVWLRQ6KHIDLOVWRRUGHUKHUQRUPVDQGYDOXHVLQWKHZD\WKDWUHDVRQGLUHFWV,I
WKLVLVVRWRWDNHKHUDFWXDOQRQDFFHSWDQFHDVDEDVLVIRUUHDVRQDEOHUHMHFWLRQLV
 
HIIHFWLYHO\WRDOORZKHUDFWXDOMXGJPHQWVDERXWZKDWLVULJKWDQGZURQJMXVWDQG
XQMXVWWRKDYHDEHDULQJRQWKHTXHVWLRQRIZKDWUHDOO\LVULJKWDQGZURQJDQGMXVW
DQGXQMXVW%XWDVZHMXVWVDZPRGDOFRQWUDFWXDOLVWVQHHGQRWGRWKLV$QGVLQFH
K\EULGWKHRULVWVDUHPRGDOFRQWUDFWXDOLVWVVLQFHWKH\DGKHUHWRWKHIXQGDPHQWDO
PRGDOFRQWUDFWXDOLVWFRPPLWPHQW³WKHYLHZWKDWZHKDYHUHDVRQWRILQGDQG
FRPSO\ZLWKSULQFLSOHVZKLFKFDQQRWEHUHDVRQDEO\UHMHFWHG³LWIROORZVWKDWQRU
QHHGWKH\WDNHXQUHDVRQDEOHLQGLYLGXDOV·DFWXDOQRQDFFHSWDQFHLQVRIDUDVLWLV
LQIRUPHGE\WKHLUXQUHDVRQDEOHQHVVDVDEDVLVIRUUHDVRQDEOHUHMHFWLRQ7KH
YDULDEOHRIVFRSHIRUDFWXDOFRQWUDFWXDOLVWVPD\WKXVEHGHWHUPLQHGE\WKHLUPRGDO
FRQWUDFWXDOLVWFRPPLWPHQWVDVZHOODVDQ\RWKHUSODXVLEOHIDFWRUVVXFKDVPLQLPDO
UDWLRQDOLW\FRQGLWLRQVDQGWKHOLNH6RWKHK\EULGWKHRULVWFDQOHJLWLPDWHO\H[FOXGH
XQUHDVRQDEOHSHRSOHIURPWKHVFRSHRIWKRVHZKRVHDFWXDODFFHSWDQFHDQGUHMHFWLRQ
FRXQWVDVDEDVLVIRUUHDVRQDEOHDFFHSWDQFHDQGUHMHFWLRQ
 

7KLVUDLVHVWKHSRVVLELOLW\KRZHYHUWKDWWKHK\EULGYLHZ³WKRXJKFRQVLVWHQW
DQGHYLGHQWO\LQFRUSRUDWLQJHOHPHQWVRIDFWXDOFRQWUDFWXDOLVP³IDLOVWRUHVSRQG
DSSURSULDWHO\WRWKHIXQGDPHQWDODFWXDOFRQWUDFWXDOLVWPRWLYDWLRQ,VXJJHVWHGLQ
&KDSWHUWKDWDFWXDOFRQWUDFWXDOLVWUHVWULFWLRQVRIVFRSHDUHXQREMHFWLRQDEOHZKHQ
WKH\DUHGULYHQE\IXQGDPHQWDODFWXDOFRQWUDFWXDOLVWFRPPLWPHQWV+HUHKRZHYHU
WKHUHVWULFWLRQLQVFRSHLVGULYHQE\PRGDOFRQWUDFWXDOLVWFRPPLWPHQWV,DOVRVDLGLQ
&KDSWHUWKDWVRPHVSHFLILFDWLRQVRIVFRSHZRXOGVKRZWKDWWKHSXWDWLYHO\DFWXDO
FRQWUDFWXDOLVWWKHRU\LQTXHVWLRQZDVQRWDIWHUDOODFWXDOFRQWUDFWXDOLVWDWDOO$

  :KDWLIWKHXQUHDVRQDEOHSHUVRQ·VUHMHFWLRQRIVRPHSULQFLSOHLVQRWDSURGXFWRIKHU
XQUHDVRQDEOHQHVV":HOOVRORQJDVZHWKLQNDERXWZKDWFRPSOLDQFHZLWKWKHPRGDOFRQWUDFWXDOLVW
UHDVRQHQWDLOVLQWKHZD\,GHVFULEHGDERYHVRPHRQH·VUHMHFWLRQRIDSULQFLSOHUHJDUGOHVVRIZKDW
RWKHUVGRLVDOZD\VXQUHDVRQDEOHVLQFHDUHDVRQDEOHSHUVRQLVDVZHVDZSUHSDUHGWRDFFHSW
DQ\WKLQJLIRWKHUVDOVRDFFHSWLW
 
VSHFLILFDWLRQRIVFRSHDQGDFFHSWDQFHZKLFKUHVWULFWZKDWZHFDUHDERXWWRZKDW
UHDVRQDEOHLQGLYLGXDOVGRDFFHSWDQGZKDWXQUHDVRQDEOHLQGLYLGXDOVZRXOGDFFHSW
LQVRIDUDVWKH\ZHUHUHDVRQDEOHVRXQGVXVSLFLRXVLQH[DFWO\WKLVZD\&RQVLVWHQW
WKHQLWPD\EHEXWLWLVSRVVLEOHWKDWWKLVFRPELQDWLRQRIDFWXDODQGPRGDO
FRQWUDFWXDOLVPLQIDFWORVHVVLJKWRIPXFKRIZKDWLVDSSHDOLQJDERXWDFWXDO
FRQWUDFWXDOLVPLQWKHILUVWSODFH7KLVLVWKHSX]]OHRIVFRSHUHFRQFLOLDWLRQ
,DPQRWJRLQJWRDWWHPSWWRVROYHHLWKHURIWKHVHWZRSX]]OHVXQWLOODWHU,
VKDOOSUHVHQWVROXWLRQVWRWKHPDVSDUWRIP\HODERUDWLRQRIWKH5DZOVLDQK\EULG
FRQWUDFWXDOLVPWKDW,VKDOOEHHQGRUVLQJ)RUQRZ,KRSHRQO\WRKDYHPDGHLWFOHDU
WKDWK\EULGWKHRULVWVFDQQRWDIIRUGWRLJQRUHWKHREVWDFOHVWKH\SRVHWRDFRPSOHWH
HODERUDWLRQRIWKHK\EULGYLHZ


 &RQFOXVLRQ
,QWKHILUVWWZRFKDSWHUVRIWKLVWKHVLV,KDYHSUHVHQWHGWZRGLIIHUHQWFRQWUDFWXDOLVW
IUDPHZRUNVZKLFKLQWHUSUHWWKHFRQWUDFWXDOLVWLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQLQ
GLIIHUHQWZD\V$FWXDOFRQWUDFWXDOLVWVVXSSRVHWKDWWKHLGHDOLVVDWLVILHGZLWKUHVSHFW
WRDJLYHQPRUDOFRQFHSWLRQRUDVSHFWVRIRQHRQO\ZKHQHDFKUHOHYDQWLQGLYLGXDO
DFWXDOO\GRHVDFFHSWWKDWPRUDOFRQFHSWLRQ$FWXDOFRQWUDFWXDOLVWVFDQEHPRUHRU
OHVVWKRURXJKJRLQJLQWKHLUDFWXDOFRQWUDFWXDOLVPLQWKHVHQVHWKDWWKH\PD\VXSSRVH
WKDWPRUHRUOHVVRIWKHPRUDOFRQFHSWLRQLPSOHPHQWHGLQRXUVRFLHW\PXVWVDWLVI\
WKHLGHDOLQRUGHUIRULWWREHMXVW7KRVHWKDW,KDYHFDOOHG¶WKRURXJKJRLQJ·H[SRVH
HYHU\HOHPHQWRIDQ\PRUDOFRQFHSWLRQWKDWPLJKWEHLPSOHPHQWHGWRWKHDFWXDO
FRQWUDFWXDOLVWWHVW2WKHUVH[SRVHRQO\DVSHFWVRIDQ\PRUDOFRQFHSWLRQWRWKHWHVW
RUH[SRVHRQO\WKRVHPRUDOFRQFHSWLRQVZKLFKGHYLDWHIURPVRPHGHIDXOWPRUDO
 
FRQFHSWLRQZKLFKLVQRWLWVHOIH[SRVHGWRWKHWHVW,KDYHVXJJHVWHGWKDW
WKRURXJKJRLQJDFWXDOFRQWUDFWXDOLVPKDVDSDUWLFXODUDWWUDFWLRQGLVWLQFWIURPWKDWRI
OHVVWKRURXJKJRLQJYHUVLRQVEXW,KDYHQRWDV\HWRIIHUHGDQ\UDWLRQDOHIRULW,
KDYHPHUHO\GHQLHGWKDWWKHREYLRXVUDWLRQDOHIRUOHVVWKRURXJKJRLQJYHUVLRQV³WKDW
WKH\RIIHUDZD\WRSUHVHUYHLQGLYLGXDODXWRQRP\XQGHUVWRRGDV¶DXWRQRPRXV
OLYLQJ·³LVDGHTXDWHWRMXVWLI\WKHPRUHWKRURXJKJRLQJ
0RGDOFRQWUDFWXDOLVWVVXSSRVHWKDWWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQLV
VDWLVILHGQRWZKHQHYHU\UHOHYDQWLQGLYLGXDODFWXDOO\GRHVDFFHSWWKHPRUDO
FRQFHSWLRQLQTXHVWLRQEXWZKHQHYHU\RQHVKRXOG:KDWPDNHVWKLVDQ
LQWHUSUHWDWLRQRIWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQUDWKHUWKDQPHUHO\WKHYLHZ
WKDWZKDWLVULJKWLVWKDWZKLFKLVVLPSO\EHVWVXSSRUWHGE\UHDVRQLV,KDYHDUJXHG
WKHPRGDOFRQWUDFWXDOLVW·VUHVSHFWIRUWKH,QGLYLGXDOLVW5HVWULFWLRQDFFRUGLQJWR
ZKLFKWKHUHDVRQVWKDWH[SODLQZK\HYHU\RQHVKRXOGDFFHSWWKHPRUDOFRQFHSWLRQLQ
TXHVWLRQPXVWFDVKRXWLQWHUPVRIWKHLPSOLFDWLRQVRIWKDWDQGFRPSHWLQJPRUDO
FRQFHSWLRQV·LPSOLFDWLRQVIRUVLQJOHLQGLYLGXDOV7KLVLVZKDWLVGLVWLQFWLYHDERXW
PRGDOFRQWUDFWXDOLVP
,KDYHVXJJHVWHGWKDWPRGDODQGDFWXDOFRQWUDFWXDOLVPPLJKWEHFRPELQHGLQD
¶K\EULGWKHRU\·,QDK\EULGWKHRU\DPRGDOFRQWUDFWXDOLVWIUDPHZRUN³WKH
DFFHSWDQFHRIWKH,QGLYLGXDOLVW5HVWULFWLRQ³LVDOOLHGWRWKHVWLSXODWLRQWKDWDFWXDO
QRQDFFHSWDQFHFRQVWLWXWHVVXIILFLHQWJURXQGVIRUUHDVRQDEOHUHMHFWLRQ7KLVLVD
SULPDIDFLHDWWUDFWLYHYLHZVLQFHLWFRPELQHVWKHPRGDOFRQWUDFWXDOLVW·VSODXVLEOH
LQWHUSUHWDWLRQRIWKHFRQWUDFWXDOLVWLGHDOVHH6HFWLRQDERYHZLWKWKHDWWUDFWLRQRI
WKHDFWXDOFRQWUDFWXDOLVWYHWRIRUHDFKLQGLYLGXDO0RUHRYHULWJLYHVVXEVWDQFHWRWKH
LGHDWKDWMXVWLFHSURFHHGVIURPDUHFRQFLOLDWLRQRIWKHLQWHUHVWVRIUHDVRQDEOH
LQGLYLGXDOVUDWKHUWKDQIURPDPHUHEDODQFLQJRIHDFKSHUVRQ·VLQWHUHVWVUHDVRQDEOH
RUQRW%XW,DUJXHGWKDWDQ\RQHKRSLQJWRDGYDQFHDK\EULGWKHRU\PXVWRIIHUD
 
VROXWLRQWRWKHSX]]OHV,RXWOLQHGLQ6HFWLRQ7KH\PXVWVKRZZK\LWGRHVQRW
KDYHDUELWUDU\FRQWHQWDQGWKH\PXVWYLQGLFDWHWKHDVVXPSWLRQWKDWLWLQFRUSRUDWHV
WKHDWWUDFWLRQVQRWRQO\RIPRGDOFRQWUDFWXDOLVPEXWDOVRRIDFWXDOFRQWUDFWXDOLVP
7KHFRQWUDFWXDOLVWIUDPHZRUNVWKXVODLGRXWDQGWKHK\EULGWKHRULVW·VFKDOOHQJH
SRVHG,WXUQQRZWRWKHGHYHORSPHQWRIDK\EULGWKHRU\EDVHGRQ5DZOV·VYLHZVLQ
3/,WLVDFWXDOFRQWUDFWXDOLVWLQDZD\WKDWLVFRQVLVWHQWZLWKPRGDOFRQWUDFWXDOLVP
0\UHDGLQJRI5DZOVFRPELQHV,KRSHWKHDWWUDFWLRQVRIDFWXDODQGPRGDO
FRQWUDFWXDOLVPDQGYLQGLFDWHVWKHYLHZWKDW5DZOVLVPRUHRIDQDFWXDO
FRQWUDFWXDOLVWWKDQKDVEHHQVWDQGDUGO\VXSSRVHG
 
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&KDSWHU 5DZOVLDQ&RQWUDFWXDOLVP

 ,QWURGXFWLRQ       
 3ROLWLFDO/LEHUDOLVPDQGK\EULGFRQWUDFWXDOLVP   
 7KHEXUGHQVRIMXGJPHQWDVDEDVLVIRUDFWXDOFRQWUDFWXDOLVP 
 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWPRWLYDWLRQ  
 7KHK\EULGYLHZDQGDFFHSWDQFH     


 ,QWURGXFWLRQ
7KXVIDULQWKLVWKHVLV,KDYHFRQVLGHUHGWZRNLQGVRIFRQWUDFWXDOLVWDSSURDFKDFWXDO
FRQWUDFWXDOLVWDQGPRGDOFRQWUDFWXDOLVWDQG,KDYHVXJJHVWHGWKHSRVVLELOLW\RID
WKLUG¶K\EULGFRQWUDFWXDOLVP·ZKLFKFRPELQHVWKHDWWUDFWLRQVRIWKRVHWZR,QRZ
ZDQWWRWXUQWRWKHWDVNRIHODERUDWLQJDQGGHYHORSLQJDK\EULGYLHZEDVHGRQ-RKQ
5DZOV·VYLHZVDVVHWRXWLQ3ROLWLFDO/LEHUDOLVPKHUHDIWHU3/DQG-XVWLFHDV)DLUQHVV$
5HVWDWHPHQW-$)&HUWDLQIHDWXUHVRI5DZOV·VRULJLQDOSRVLWLRQDVH[SRXQGHGLQ$
7KHRU\RI-XVWLFH7KHRU\OHG6FDQORQLQ´&RQWUDFWXDOLVPDQG8WLOLWDULDQLVPµWR
SURSRVHXQGHUVWDQGLQJ5DZOVDVZKDW,KDYHEHHQFDOOLQJDPRGDOFRQWUDFWXDOLVW
6LQFHWKHQPDQ\KDYHVXSSRVHGWKDWWKLVLVDQDFFXUDWHFKDUDFWHULVDWLRQDQGWKLVKDV
LQIRUPHGUHDGLQJVRIWKHYLHZ5DZOVDGYDQFHVLQ3/,QWKLVFKDSWHUKRZHYHU,
ZDQWWRDUJXHWKDW5DZOVLDQFRQWUDFWXDOLVPVKRXOGQRWEHUHDGDVVWUDLJKWIRUZDUGO\
PRGDOFRQWUDFWXDOLVWLQWKHZD\WKDW6FDQORQSURSRVHV,QWKHILUVWSODFHRQ5DZOV·V
RZQYLHZLWLQFOXGHVDVLJQLILFDQWWKRXJKFLUFXPVFULEHGFRPPLWPHQWWRDFWXDO
FRQWUDFWXDOLVPDVZHOODVDQDFFRXQWRIWKHIXQGDPHQWDOEDVLVRIWKHDFWXDO
FRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHLQGLYLGXDOLVWLFFRQWUDFWXDOLVWLGHDO7KLVPDNHVLW
 
SODXVLEOHWRVXSSRVHWKDW5DZOVLVSURSRVLQJDTXDOLILHGIRUPRIK\EULG
FRQWUDFWXDOLVP7KHTXDOLILFDWLRQPDNHVWKHK\EULGYLHZDOVRDPL[HGFRQGLWLRQ
YLHZ>VHH&KDSWHUVHFWLRQDERYH@WKHDFWXDOFRQWUDFWXDOLVWHOHPHQWFUHDWHVDWHVW
RQO\IRUVRPHSDUWVRIDMXVWVRFLHW\·VPRUDOFRQFHSWLRQ7KLVVKRXOGEHYLHZHGDV
DJRRGWKLQJVLQFHDV,KDYHFODLPHGDOUHDG\K\EULGWKHRULHVFRPELQHWKH
DWWUDFWLRQVRIERWKLQWHUSUHWDWLRQVRIWKHFRQWUDFWXDOLVWLGHDO:HFDQGUDZRQ
5DZOV·VDFFRXQWPRUHRYHUWRH[SODLQWKHDWWUDFWLRQRIWKRURXJKJRLQJDFWXDO
FRQWUDFWXDOLVPDQGPDNHJRRGWKHODFNWKDW,KLJKOLJKWHGLQ&KDSWHU,QWKH
VHFRQGSODFH,RIIHUDQREMHFWLRQWRWKHUHDVRQLQJWKDWOHDGVWRWKHFLUFXPVFULSWLRQ
RIWKHDFWXDOFRQWUDFWXDOLVWHOHPHQWLQ5DZOV,WKHQUHFRQVWUXFWKLVYLHZLQWKHOLJKW
RIWKLVREMHFWLRQ7KHUHVXOWDQWK\EULGWKHRU\LVWKRURXJKJRLQJLQLWVDFWXDO
FRQWUDFWXDOLVPDQGIRXQGHGRQDPRGDOFRQWUDFWXDOLVWIUDPHZRUN,WLVDGXDO
FRQGLWLRQYLHZ)RUWKHUHPDLQGHURIWKLVWKHVLV,HODERUDWHWKLVDSSURDFKDQGWU\WR
VKRZWKDW5DZOV·VDUJXPHQWVIRUWKHTXDOLILHGK\EULGFRQWUDFWXDOLVPIURPZKLFKLW
LVGHYHORSHGFDQDOVREHHPSOR\HGLQLWVGHIHQFH
,EHJLQKHUHZLWKDUHDGLQJRI3/ZKLFK,WDNHWRFDSWXUHZKDW5DZOVLQWHQGHG
DOWKRXJK,EULQJRXWHOHPHQWVRIWKHYLHZWKXVUHYHDOHGZKLFKDUHQRWHPSKDVLVHG
E\5DZOVKLPVHOI,DUJXHWKDWWKLVUHDGLQJVKRZVWKDW5DZOVVKRXOGEHWKRXJKWRI
DVDTXDOLILHGK\EULGFRQWUDFWXDOLVWLQWKHZD\,GHVFULEHGDERYH,WKHQFKDOOHQJH
WKHEDVLVRIWKHTXDOLILFDWLRQQDPHO\WKHFODLPWKDWDFNQRZOHGJPHQWRIWKH¶EXUGHQV
RIMXGJPHQW·ZKLFKH[SODLQWKHUHDVRQDEOHQHVVRIGLVDJUHHPHQWRQIXQGDPHQWDO
PRUDOPDWWHUVHQWDLOVUHIXVDOWRHQGRUVHPRUDOFRQFHSWLRQVWKDWGRQ·WVDIHJXDUGWKH
EDVLFOLEHUWLHV7KDWFOHDUVWKHZD\IRUDUHFRQVWUXFWLRQRI5DZOV·VK\EULG
FRQWUDFWXDOLVPDVLQFOXGLQJDWKRURXJKJRLQJDFWXDOFRQWUDFWXDOLVWWHVW
,WXUQQH[WWRDGLVFXVVLRQRIWKHSX]]OHVWKDWIDFHK\EULGFRQWUDFWXDOLVPZKLFK
,UDLVHGDWWKHHQGRI&KDSWHU,VXJJHVWDVROXWLRQWRWKHDUELWUDULQHVVSX]]OH
 
ZKLFKDOVRSHUPLWVXVWRVLGHVWHSWKHVFRSHSX]]OH7KHVROXWLRQLVWKDWZHVKRXOG
QRWVHHEHLQJUHDVRQDEOHIURPWKHSRLQWRIYLHZRIWKHK\EULGWKHRU\·VPRGDO
FRQWUDFWXDOLVWIUDPHZRUNDVLQYROYLQJWKHDEVROXWHSULRULWLVDWLRQRIWKHUHDVRQWKDW
PRGDOFRQWUDFWXDOLVWVFODLPZHKDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHDFK
SHUVRQDFWXDOO\DFFHSWV,QVWHDGZHVKRXOGVHHLWDVLQYROYLQJDUHDGLQHVVWR
UHFRQVLGHURQH·VRZQYLHZLQWKHOLJKWRIGLIIHUHQFHVZLWKRWKHUV7KLVSHUPLWVXVWR
VLGHVWHSWKHVFRSHSX]]OHEHFDXVHLWHQWDLOVWKDWHYHQXQUHDVRQDEOHLQGLYLGXDOV·
DFFHSWDQFHPDWWHUV)RUZHFDQQRWVXSSRVHWKDWLIWKHVHXQUHDVRQDEOHLQGLYLGXDOV
ZHUHUHDVRQDEOHWKH\ZRXOGQRWFRQWLQXHWRDIILUPWKHVDPHPRUDOFRQFOXVLRQV
DQ\ZD\6RZKDWLWLVUHDVRQDEOHWRH[SHFWWKHPWRDFFHSWLVQRWQHFHVVDULO\
GLIIHUHQWIURPZKDWWKH\DFWXDOO\GRDFFHSW6LQFHWKHK\EULGWKHRULVW·VPRGDO
FRQWUDFWXDOLVWIUDPHZRUNLQYROYHVDVNLQJZKDWLWZRXOGEHUHDVRQDEOHWRH[SHFW
HYHQXQUHDVRQDEOHLQGLYLGXDOVWRDFFHSWWKDWIUDPHZRUNGRHVQ·WUHVWULFWWKHDFWXDO
FRQWUDFWXDOLVWHOHPHQW·VVFRSHDQ\IXUWKHU
)RUWKHUHPDLQGHURIWKHFKDSWHU,FRQVLGHUWKHTXHVWLRQZKHWKHUZKDWWKH
EXUGHQVRIMXGJPHQWEDVLVIRUWKH5DZOVLDQK\EULGWKHRU\UHTXLUHV³QRQFRQIOLFW
EHWZHHQDQLQGLYLGXDO·VPRUDORXWORRNDQGWKHPRUDOFRQFHSWLRQZHVHHNWR
LPSRVH³FDQEHWKHIRXQGDWLRQIRUDQDGHTXDWHFRQVWUXDORIDFWXDODFFHSWDQFH,
FODLPWKDWLWFDQ


 3ROLWLFDO/LEHUDOLVPDQGK\EULGFRQWUDFWXDOLVP
3/SURSRVHVD¶SROLWLFDOFRQFHSWLRQ·RIMXVWLFHDVIDLUQHVVWKHLQP\WHUPVPRUDO
FRQFHSWLRQWKDW5DZOVGHIHQGHGLQ7KHRU\:KDWPDNHVLWDSROLWLFDOFRQFHSWLRQ
5DZOVH[SODLQVLVWKDWLWLVOLPLWHGLQDSSOLFDELOLW\WRWKHEDVLFVWUXFWXUHSUHVHQWHG
 
ZLWKQRUHIHUHQFHWRWKHQRQSROLWLFDOYDOXHVRIDQ\FRPSUHKHQVLYHGRFWULQHLWKDV
ZKDW5D]FDOOV¶VKDOORZIRXQGDWLRQV·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DQGFRQVWUXFWHGXVLQJWKHVWUDWHJ\RI
¶SROLWLFDOFRQVWUXFWLYLVP·IURPIXQGDPHQWDOLGHDVZKLFKDUHVKDUHGE\WKHPHPEHUV
RIDGHPRFUDWLFVRFLHW\DVSDUWRIWKHLUSXEOLFSROLWLFDOFXOWXUH
 ff  
7KHVHIHDWXUHV
PDNHLW¶IUHHVWDQGLQJ·-XVWLFHDVIDLUQHVVDVSUHVHQWHGLQ7KHRU\RQWKHRWKHUKDQG
LVVDLGWREHH[WHQGDEOHLQSULQFLSOHWRFRYHUPRUHWKDQWKHEDVLFVWUXFWXUH
 

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  6HH5D]´)DFLQJ'LYHUVLW\7KH&DVHRI(SLVWHPLF$EVWLQHQFHµ
  6HH3/SS5DZOVH[SODLQVWKHLGHDRIDFRPSUHKHQVLYHFRQFHSWLRQRUGRFWULQHDVIROORZV
´$PRUDOFRQFHSWLRQLVJHQHUDOLILWDSSOLHVWRDZLGHUDQJHRIVXEMHFWVDQGLQWKHOLPLWWRDOOVXEMHFWV
XQLYHUVDOO\,WLVFRPSUHKHQVLYHZKHQLWLQFOXGHVFRQFHSWLRQVRIZKDWLVRIYDOXHLQKXPDQOLIHDQG
LGHDOVRISHUVRQDOFKDUDFWHUDVZHOODVLGHDOVRIIULHQGVKLSDQGRIIDPLOLDODQGDVVRFLDWLRQDO
UHODWLRQVKLSVDQGPXFKHOVHWKDWLVWRLQIRUPRXUFRQGXFWDQGLQWKHOLPLW«RXUOLIHDVDZKROH$
FRQFHSWLRQLVIXOO\FRPSUHKHQVLYHLILWFRYHUVDOOUHFRJQL]HGYDOXHVDQGYLUWXHVZLWKLQRQHUDWKHU
SUHFLVHO\DUWLFXODWHGV\VWHPZKHUHDVDFRQFHSWLRQLVRQO\SDUWLDOO\FRPSUHKHQVLYHZKHQLWFRPSULVHV
DQXPEHURIEXWE\QRPHDQVDOOQRQSROLWLFDOYDOXHVDQGYLUWXHVDQGLVUDWKHUORRVHO\DUWLFXODWHG
0DQ\UHOLJLRXVDQGSKLORVRSKLFDOGRFWULQHVDVSLUHWREHERWKJHQHUDODQGFRPSUHKHQVLYHµ3/S

  5DZOVDOVRVD\VWKDWWKHSROLWLFDOSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVWDNHVQRVWDQGRQWKHWUXWKRI
WKHSULQFLSOHVLQZKLFKLWLVVXHVLQ5D]·VWHUPVKHLVFRPPLWWHGWR¶HSLVWHPLFDEVWLQHQFH·+HVHHPV
WRWKLQNWKDWWKLVLVLPSRUWDQWEHFDXVHHDFKFRPSUHKHQVLYHGRFWULQHKDVDQ´DVVRFLDWHGWKHRU\RI
WUXWKDQGWKHVWDWXVRIYDOXHVµ3/S7KHLPSOLFDWLRQLVWKDWDVVHUWLQJWKHWUXWKRIWKHSROLWLFDO
FRQFHSWLRQPXVWLQYROYHGUDZLQJRQD´WKHRU\RIWUXWKDQGWKHVWDWXVRIYDOXHVµZKLFKZLOOEH
DVVRFLDWHGZLWKDFRPSUHKHQVLYHGRFWULQH7KLVLGHDZKLFKZHFDQFDOOWKHGRFWULQHRIWKH
HPEHGGHGQHVVRIWUXWKVHHPVWRPHWREHDWEHVWGXELRXVDQGLQDQ\FDVHDV5D]DUJXHVLWLV
LPSODXVLEOHWRVXSSRVHWKDWZHFDQDGYRFDWHHPSOR\LQJSULQFLSOHVZLWKRXWFRPPLWWLQJWRWKHLUWUXWK
6R,LJQRUHHSLVWHPLFDEVWLQHQFHKHUH
  6HH7KHRU\S
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MXVWLILHGSDUWO\E\UHIHUHQFHWRD.DQWLDQFRPSUHKHQVLYHGRFWULQH
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HQRXJKSHRSOHZRXOGEHUHDVRQDEOHWRUHQGHUMXVWLFHDVIDLUQHVVVWDEOH,ILWLV
VWDEOHLW·VVWDEOHIRUWKHULJKWUHDVRQV³EXWKRZGRZHNQRZLW·VVWDEOH"+RZHYHU
WKHVWDELOLW\TXHVWLRQFDQEHDQVZHUHGXVLQJWKHSV\FKRORJ\RIPRUDOGHYHORSPHQW
WKDW5DZOVRIIHUVLQ7KHRU\DQGPHUHO\UXEEHUVWDPSVLQ3/
 
:HGRQ·WQHHG
DQ\WKLQJPRUHIRUWKDW$EHWWHUH[SODQDWLRQLVWKDWWKHFKDUDFWHULVDWLRQRID

 

 3/SS
  3/SVHHDOVR´.DQWLDQ&RQVWUXFWLYLVPLQ0RUDO7KHRU\µ
  3/SQ
 
UHDVRQDEOHSROLWLFDOFRQFHSWLRQHQGRUVLQJSHUVRQQHHGVPRUDOSV\FKRORJLFDO
SODXVLELOLW\7KLVZHJHWIURP5DZOV·VDFFRXQWRIKRZUHDVRQDEOHLQGLYLGXDOV·ZLGHU
FRPSUHKHQVLYHGRFWULQHVFRQQHFWXSZLWKWKHQDUURZHUUHDOPRIWKHYDOXHVRIWKH
IUHHVWDQGLQJSROLWLFDOFRQFHSWLRQ)LUVWZHDUHWROGWKHYDOXHVDUWLFXODWHGE\WKH
SROLWLFDOFRQFHSWLRQDUHYHU\LPSRUWDQW
 
$QGVHFRQGWKH\·UHFRQJUXHQWZLWKWKDW
LVVXSSRUWHGE\RUDWOHDVWQRWLQFRQVLVWHQWZLWKDYDULHW\RIQRQSROLWLFDO
YDOXHV
 
³WKHRYHUODSSLQJFRQVHQVXVLVQRWDPRGXVYLYHQGL
 
7KHILUVWSDUWRIWKLV
DFFRXQWVHHPVWREHRIDSLHFHZLWKWKHEDVLVIRUWKHOLEHUDOSULQFLSOHRIOHJLWLPDF\
YL]WKDWSROLWLFDOSRZHULVFRHUFLYHDQGPRUHRUOHVVLQHVFDSDEOH
  
7KHWKRXJKW
LVWKDWWKHSROLWLFDOVSKHUHKDVDGHHSLPSRUWDQFHZKLFKWUDQVODWHVLQWRSULRULW\IRU
WKHYDOXHVDSSURSULDWHWRLW7KHVHFRQGSDUWUHOLHVIRULWVSODXVLELOLW\RQ5DZOV·V
UDWKHUEULHIDFFRXQWLQ/HFWXUH,9RIWKHUHODWLRQVEHWZHHQYDULRXV
FRPSUHKHQVLYHGRFWULQHVLQKLV¶PRGHOFDVH·
 
DQGWKHSROLWLFDOFRQFHSWLRQZKLFK
SXUSRUWVWRGHPRQVWUDWHWKDWDIILUPLQJWKHYDOXHVRIWKHSROLWLFDOFRQFHSWLRQLV´QRW
DFRPSURPLVHµIRUWKRVHZKRDOVRDIILUPWKHFRPSUHKHQVLYHGRFWULQHVRIWKH
PRGHOFDVH
 


  3/S
  3/S
  6HH3/SS
  6HH3/S
  3/SS
  3/S6HHDOVRSSII7KHEUHYLW\RIWKLVDFFRXQWPLJKWEHH[SODLQHGWRVRPHH[WHQWE\
5DZOVFODLPWKDWZHPXVWVLPSO\OHDYHLQGLYLGXDOVWRZRUNRXWIRUWKHPVHOYHVKRZWKHSROLWLFDO
FRQFHSWLRQILWVZLWKWKHLUZLGHUYLHZVVHH3/S6RPHNLQGRIDFFRXQWLVQHFHVVDU\KRZHYHU
LQRUGHUWROHQGSODXVLELOLW\WRWKHLGHDWKDWLW·VHYHQSRVVLEOHIRUWKHPWRGRWKLV6HH&KDSWHU
EHORZ
 
%XWWKHPRVWLPSRUWDQWH[SODQDWLRQIRU5DZOV·VIRFXVRQWKHRYHUODSSLQJ
FRQVHQVXV,WKLQNLVWKDWKHZDQWVQRWPHUHO\WRDVVHUWWKDWEXWDOVRWRLOOXVWUDWHWKH
ZD\LQZKLFKVXSSRUWIRUSROLWLFDOOLEHUDOLVPOHDYHVURRPIRUDYDULHW\RIDFFRXQWVRI
WKHUHDOPVRIQRQSROLWLFDOYDOXHVLQFRQWUDVWZLWKRWKHUDSSURDFKHVWRMXVWLFHZKLFK
DUHEDVHGRQDVLQJOHFRPSUHKHQVLYHGRFWULQHVXFKDVWKH.DQWLDQ,QWHUSUHWDWLRQRI
MXVWLFHDVIDLUQHVVZKLFK5DZOVSUHVHQWVLQ7KHRU\'HVFULELQJKRZGLIIHUHQWSHRSOH
UHFRQFLOHWKHSROLWLFDOFRQFHSWLRQZLWKWKHLUFRPSUHKHQVLYHGRFWULQHVVKRZVXVKRZ
ZKDW·VGHPDQGHGRILQGLYLGXDOVE\UHDVRQDEOHQHVVLVFRPSDWLEOHZLWKWKHUDQJHRI
ZLGHUPRUDOYLHZVZKLFKZH·GILQGLQDSOXUDOLVWLFOLEHUDOVRFLHW\$QGZK\ZH
PLJKWDVNLVLWLPSRUWDQWWROHDYHURRPIRUDYDULHW\RIDFFRXQWVRIWKHUHDOPVRI
QRQSROLWLFDOYDOXHV"2QHUHDVRQLVSXUHO\SUDFWLFDOJLYHQWKHGHVLGHUDWXPRIIXOO
SXEOLFLW\LQZKLFKDIXOODUJXPHQWIRUDFRQFHSWLRQRIMXVWLFHLVPDGHSXEOLFO\
DYDLODEOHVWDELOLW\LVKDUGHUWRVHFXUHLQDOLEHUDOSOXUDOLVWLFVRFLHW\LIWKHUHLVQ·W
URRPOHIWE\WKDWDUJXPHQWIRUWKHYDULHW\RIDFFRXQWV%XWLW·VRQO\KDUGHUZKLFK
GRHVQ·WHQWDLOWKDWLW·VYHU\KDUGDQGDQ\ZD\LIZHVXSSRVHWKDWZH·YHJRWWKH
FRQFHSWLRQRIMXVWLFHULJKWLQWKHILUVWSODFHLWZRXOGEHRGGWRLQVLVWRQIXOO
SXEOLFLW\DWWKHFRVWRIDQ\SRVVLELOLW\RIDFKLHYLQJMXVWLFH7KHPRUHLPSRUWDQW
UHDVRQLVWKHUHDVRQDEOHQHVVRIGLIIHULQJRQIXQGDPHQWDOPRUDOPDWWHUVWKH
FRQVHTXHQFHRIWKHEXUGHQVRIMXGJPHQWZKLFKPDNHVLWXQUHDVRQDEOHWRH[SHFW
HYHU\RQHWRDFFHSWDQ\MXVWLILFDWLRQEDVHGRQIXQGDPHQWDOPRUDOFRPPLWPHQWVWKDW
WKH\GRQ·WDFWXDOO\VKDUHH[FHSWLIWKHVHIDOORXWIURPDFFHSWDQFHRIWKHEXUGHQVRI
MXGJPHQWWKHPVHOYHV6RLW·VLPSRUWDQWWRVKRZ³DQGQRWPHUHO\DVVHUW³WKDWWKH
SROLWLFDOFRQFHSWLRQGRHVQ·WLQYROYHDQ\VXFKMXVWLILFDWLRQV³WKDWLWGRHVQ·W
FRQWUDGLFWDQ\UHDVRQDEOHLQGLYLGXDO·VYLHZV+HQFHZHWU\WRVKRZWKDWMXVWLFHDV
IDLUQHVVLVFDSDEOHRIVXSSRUWIURPDUDQJHRIPRUDOSRVLWLRQVDQRYHUODSSLQJ
FRQVHQVXV
 
6WULFWO\VSHDNLQJWKHDFWXDOH[LVWHQFHRIVXFKDFRQVHQVXVLVQRWDFRQGLWLRQRI
VWDELOLW\IRUWKHULJKWUHDVRQV$OOZHQHHGLVVWDELOLW\DQGDSROLWLFDOFRQFHSWLRQ
ZKLFKLW·VUHDVRQDEOHWRH[SHFWHDFKSHUVRQWRDFFHSW³HYHQLIQRRQHGRHV,W
PLJKWEHWKDWQRRQHLVUHDVRQDEOH\HWVXIILFLHQWQXPEHUVIRUVWDELOLW\HQGRUVH
MXVWLFHDVIDLUQHVVDQ\ZD\%XWLIWZRRUPRUHSHRSOHDUHUHDVRQDEOHDQRYHUODSSLQJ
FRQVHQVXVLVQHFHVVDULO\SDUWRIVWDELOLW\IRUWKHULJKWUHDVRQVIRUWKHIROORZLQJ
UHDVRQ
 
,WLVDFUXFLDOSDUWLQWKHDUJXPHQWIRUWKHUHDVRQDEOHQHVVRIH[SHFWLQJ
DFFHSWDQFHRIMXVWLFHDVIDLUQHVVWKDWWKHSROLWLFDOFRQFHSWLRQLVEXLOWRXWRIVKDUHG
HOHPHQWV-XVWLFHDVIDLUQHVVDQGQRWVRPHRWKHUOLEHUDOSROLWLFDOFRQFHSWLRQUHFDOO
WKDWDOOUHDVRQDEOHLQGLYLGXDOVDIILUPWKHEDVLFOLEHUWLHVDVDFRQVHTXHQFHRIWKH
EXUGHQVRIMXGJPHQWLVDSSURSULDWHEHFDXVHLWHODERUDWHVWKHVHHOHPHQWVZKLFK
HYHU\RQHVKDUHV,WZRXOGEHUHDVRQDEOHWRH[SHFWDFFHSWDQFHRIVRPHRWKHUOLEHUDO
SROLWLFDOFRQFHSWLRQLIZHWRRNRWKHUSROLWLFDOLGHDVWREHVKDUHG
 

6LQFHHYHU\RQH
VKDUHVWKHPLQFOXGLQJDQ\RQHZKRLVUHDVRQDEOHLWLVUHDVRQDEOHWRH[SHFWHYHU\RQH
WRHQGRUVHMXVWLFHDVIDLUQHVV$QGVLQFHUHDVRQDEOHSHRSOHDUHUHDVRQDEOHWKLVLV
ZKDWWKH\ZLOOGR6RWKHUHZLOOEHDQRYHUODSSLQJFRQVHQVXVRIUHDVRQDEOHSHRSOHLI
WKHUHDUHWZRRUPRUHUHDVRQDEOHSHRSOH
:KDWWKLVEULQJVRXWLVWKHLPSRUWDQFHRIWKHUROHWKDWSHRSOH·VDFWXDODFFHSWDQFH
RIWKHVHVKDUHGHOHPHQWVSOD\V,FDQ·WUHDVRQDEO\H[SHFW\RXRUDQ\RQHHOVHWR
HQGRUVHDQ\FRQFHSWLRQRIMXVWLFHWKHEDVLVRIZKLFKFRQIOLFWVZLWK\RXU
FRPSUHKHQVLYHGRFWULQH$QGVLQFHWKHUHDUHORWVRIGLIIHUHQWDQGFRQIOLFWLQJ
FRPSUHKHQVLYHGRFWULQHVDURXQGZHQHHGWRFRPHXSZLWKDIUHHVWDQGLQJSROLWLFDO

  ,VD\¶WZRRUPRUH·EHFDXVHRIFRXUVHRQHSHUVRQ·VDFFHSWDQFHGRHVQ·WFRQVWLWXWHDFRQVHQVXV
%XWREYLRXVO\LIWKHUH·VRQHSHUVRQKHUHQGRUVHPHQWRIWKHSROLWLFDOFRQFHSWLRQLVDQHFHVVDU\
FRQGLWLRQRIVWDELOLW\IRUWKHULJKWUHDVRQVIRUWKHUHDVRQV,JRRQWRJLYH
 

 3/S
 
FRQFHSWLRQZKLFKGRHVQ·WGUDZRQDQ\VLQJOHFRPSUHKHQVLYHGRFWULQHDWOHDVW
LQVRIDUDVLWFRQIOLFWVZLWKRWKHUV%XWQRWLFHWKDWWKHSROLWLFDOFRQFHSWLRQQHHGVWR
EHFRQJUXHQWZLWKWKHSROLWLFDOSDUWVRIHDFKSHUVRQ·VPRUDORXWORRNWRR)RUWKH
EXUGHQVRIMXGJPHQWZKLFKGHWHUPLQHWKLVUHTXLUHPHQWLQFRPELQDWLRQZLWKWKH
ILUVWDVSHFWRIWKHUHDVRQDEOHGRQ·WGLVWLQJXLVKEHWZHHQSROLWLFDOYDOXHVDQGZLGHU
YDOXHVLW·VXQUHDVRQDEOHWRH[SHFWDQ\RQHUHDVRQDEOHZKRGLIIHUVIURP\RXLQWKHLU
YLHZWRDFFHSW\RXUVRQLPSRUWDQWPRUDOPDWWHUVSROLWLFDODQGRWKHUZLVHZLWKWKH
H[FHSWLRQRIHQGRUVHPHQWRIDOLEHUDOFRQFHSWLRQRIMXVWLFH6RLIZHFDQFRPHXS
ZLWKDSROLWLFDOFRQFHSWLRQZKLFKGRHVQ·WFRQIOLFWZLWKWKHPRUDORXWORRNRIDQ\RQH
UHDVRQDEOHWKDW·VEHFDXVHHYHU\RQHMXVWGRHVDJUHHRQWKHIXQGDPHQWVRIVXFKD
FRQFHSWLRQQRWEHFDXVHWKHSROLWLFDOUHDOPLVH[HPSWIURPWKHEXUGHQVRIMXGJPHQW
OLEHUDOFRQFHSWLRQVDVLGHVRWKDWLW·VUHDVRQDEOHWRUHTXLUHDJUHHPHQWRQWKRVH
IXQGDPHQWV,QRWKHUZRUGVLW·VEHFDXVHLWSDVVHVDQDFWXDOFRQWUDFWXDOLVWWHVW7KLV
LV5DZOV·VDFWXDOFRQWUDFWXDOLVP
,WLVQRWWKHFDVHRIFRXUVHWKDWHDFKSHUVRQLQWKHRYHUODSSLQJFRQVHQVXV
DFWXDOO\DFFHSWVWKHUHOHYDQWSROLWLFDOFRQFHSWLRQLQWKHVHQVHWKDWVKHDFWXDOO\
H[SOLFLWO\RUWDFLWO\FRQVHQWVWRLW1RULVLWHYHQQHFHVVDULO\WUXHWKDWVKHZRXOG
FRQVHQWWRLWLIVKHFRQVLGHUHGWKHTXHVWLRQWKDWGHSHQGVRQWKHFRQGLWLRQVLQYRNHG
LQWKHK\SRWKHWLFDO:KDWPDWWHUVLVWKDWDSHUVRQ·VDFWXDOPRUDOFRPPLWPHQWV
VXSSRUWRUDWOHDVWGRQRWFRQIOLFWZLWKWKHSROLWLFDOFRQFHSWLRQ%XWDV,VKDOO
DUJXHDWWKHHQGRIWKLVFKDSWHUWKDWLVVXIILFLHQWIRUWKLVSDUWRI5DZOV·V
FRQWUDFWXDOLVPWREHFRXQWHGDFWXDOFRQWUDFWXDOLVP&RQJUXHQFHRIPRUDO
FRPPLWPHQWVZLWKWKHSROLWLFDOFRQFHSWLRQLVDYLDEOHDFWXDOFRQWUDFWXDOLVWFRQVWUXDO
RIWKHYDULDEOHRIDFFHSWDQFH
6RWKHEXUGHQVRIMXGJPHQWDUHDEVROXWHO\FHQWUDOWRSROLWLFDOOLEHUDOLVP7KH
¶GRXEOHUROH·WKDW5DZOVDVFULEHVWRWKHPLQKLVLQWURGXFWLRQWRWKHSDSHUEDFN
 
HGLWLRQRI3/VHULRXVO\XQGHUSOD\VWKHLUVLJQLILFDQFHWKRXJKLWLVFRUUHFWWKDWWKH\
KDYHDGRXEOHUROH7KHUH5DZOVFODLPVWKDW´WKH\DUHSDUWRIWKHEDVLVIRUOLEHUW\
RIFRQVFLHQFHDQGIUHHGRPRIWKRXJKWIRXQGHGRQWKHLGHDRIWKHUHDVRQDEOH$QG
WKH\OHDGXVWRUHFRJQL]HWKDWWKHUHDUHGLIIHUHQWDQGLQFRPSDWLEOHOLEHUDO
FRQFHSWLRQVµ
 	
7KHILUVWKDOIRIWKLVLVULJKWDOWKRXJKLWGRHVQ·WEULQJKRPHWKH
IRUFHRIWKHLGHDWKDWLW·VXQUHDVRQDEOHE\5DZOV·VOLJKWVQRWWRDFFHSWDOLEHUDO
FRQFHSWLRQ%XWWKHVHFRQGKDOIVWULNHVPHDVRGG:KRZRXOGKDYHVXSSRVHGWKDW
WKHUHZHUHQ·WGLIIHUHQWDQGLQFRPSDWLEOHOLEHUDOFRQFHSWLRQV"0RUHRYHUWKLVGRHVQ·W
EULQJRXWDWDOOWKHDFWXDOFRQWUDFWXDOLVWIRUFHRIWKHEXUGHQVRIMXGJPHQWHYHQLQ
WKHUHVWULFWHGVHQVHWKDWDSSOLHVLIZHDFFHSWWKHILUVWSDUW7KHEXUGHQVRIMXGJPHQW
PDNHLWXQUHDVRQDEOHWRH[SHFWDQ\RQHWRHQGRUVHDQ\WKLQJPRUHVSHFLILFWKDQWKLV
XQOHVVWKH\DFWXDOO\DOUHDG\GRHQGRUVHLWLQVRPHVHQVH
7KLVPDNHVSROLWLFDOOLEHUDOLVPDWRQFHHDV\DQGGLIILFXOWWRDFKLHYH2QWKHRQH
KDQGLWVHHPVWRJHWXVWROLEHUDOLVPLHWKHEDVLFOLEHUWLHVZLWKEDUHO\DQ\HIIRUW
%ULDQ%DUU\FRPSODLQVLQGHHGWKDWWKHEXUGHQVRIMXGJPHQWDUJXPHQWIRU
OLEHUDOLVPREYLDWHVWKHQHHGIRUDQRYHUODSSLQJFRQVHQVXV
 
2QWKHRWKHUKDQGWR
JHWIURPOLEHUDOLVPWRVSHFLILFDOO\MXVWLFHDVIDLUQHVVLHIURPWKHEDVLFOLEHUWLHVWR
WKHVHSOXV5DZOV·VVHFRQGSULQFLSOHRIMXVWLFHUHTXLUHVWKDWMXVWLFHDVIDLUQHVVSDVV
DQDFWXDOFRQWUDFWXDOLVWWHVWZHQHHGHYHU\RQHUHDVRQDEOH
 
WRHQGRUVHWKH

  3/S[OL[
  6HH%DUU\´-RKQ5DZOVDQGWKH6HDUFKIRU6WDELOLW\µSS
  :HDOVRQHHGWRNQRZZKDWFRXOGEHUHDVRQDEO\H[SHFWHGRIXQUHDVRQDEOHSHRSOHSHRSOHZKR
IDLOWRUHFRJQLVHWKHPRGDOFRQWUDFWXDOLVWUHDVRQWKDWWKH\KDYHWRILQGDQGDFWRQSULQFLSOHVWKDWQR
RQHFRXOGUHDVRQDEO\UHMHFWRUZKRIDLOWRDFNQRZOHGJHWKHEXUGHQVRIMXGJPHQW)RUWKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNUHTXLUHVWKDWQRRQHFRXOGUHDVRQDEO\UHMHFWDMXVWPRUDOFRQFHSWLRQQRW
PHUHO\WKDWQRRQHZKRLVDVDPDWWHURIIDFWUHDVRQDEOHFRXOGUHDVRQDEO\UHMHFWDMXVWPRUDO
 
IXQGDPHQWDOLGHDVIURPZKLFKWKHSROLWLFDOSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVLV
HODERUDWHG3ULPDIDFLHWKLVLVQRWDQHDV\WHVWWRSDVV
:HKDYHVHHQWKDW5DZOVRSHUDWHVLQ3/ZLWKLQDPRGDOFRQWUDFWXDOLVW
IUDPHZRUN:HKDYHDOVRVHHQWKDWKHHQGRUVHVDVRPHZKDWFLUFXPVFULEHGDFWXDO
FRQWUDFWXDOLVWWHVW$V,VDLGLQWKHLQWURGXFWLRQWRWKLVFKDSWHUWKLVLVSDUWRID
PL[HGFRQGLWLRQDFWXDOFRQWUDFWXDOLVP,WRQO\DSSOLHVWRHOHPHQWVZLWKLQDOLEHUDO
IUDPHZRUNZKLFKLWVHOILVQRWVXEMHFWWRDQ\DFWXDOFRQWUDFWXDOLVWWHVWEXWHQWLUHO\
DFFRXQWHGIRUE\WKHPRGDOFRQWUDFWXDOLVWIUDPHZRUNZKLFKLGHQWLILHVWKHEXUGHQV
RIMXGJPHQWDVDFRQVLGHUDWLRQLQIDYRXURIDOLEHUDOFRQFHSWLRQ,QWKHQH[WVHFWLRQ
,VKDOOFKDOOHQJHWKLVSDUWRI5DZOV·VYLHZ7KHEDVLVRIWKHDFWXDOFRQWUDFWXDOLVWWHVW
PHDQZKLOHLVDOVRJLYHQE\WKHPRGDOFRQWUDFWXDOLVWIUDPHZRUNJLYHQWKHEXUGHQV
RIMXGJPHQWLW·VUHDVRQDEOHWRUHMHFWDVSHFLILFOLEHUDOSROLWLFDOFRQFHSWLRQRQJURXQGV
RIDFWXDOQRQDFFHSWDQFH7KLVEDVLVIRUWKHDFWXDOFRQWUDFWXDOLVWWHVWVKRZVWKDW
5DZOVVKRXOGEHYLHZHGDVDK\EULGFRQWUDFWXDOLVW


 7KHEXUGHQVRIMXGJPHQWDVDEDVLVIRUDFWXDOFRQWUDFWXDOLVP
$V,QRWHGDERYHWKHEXUGHQVRIMXGJPHQWH[SODLQKRZSHRSOHFDQGLVDJUHHDERXW
PDWWHUVRIPRUDOLW\DQGWKHJRRGZLWKRXWHLWKHUSDUW\WRWKHGLVDJUHHPHQWEHLQJDW
IDXOW,ZDQWQRZWRGLVFXVV5DZOV·VUHDVRQLQJDERXWWKHEXUGHQVRIMXGJPHQWLQ

FRQFHSWLRQ6RZHQHHGWRNQRZZKDWLWZRXOGEHUHDVRQDEOHIRUXQUHDVRQDEOHLQGLYLGXDOVWRUHMHFW
6LQFHLWLVUHDVRQDEOHLI\RX·UHUHDVRQDEOHWRUHMHFWDOLEHUDOFRQFHSWLRQWKDW\RXGRQ·WDFWXDOO\DFFHSW
ZHQHHGWRNQRZZKDWWKHVHSHRSOHZRXOGDFFHSWLIWKH\ZHUHUHDVRQDEOHVRWKDWZHFDQILQGRXW
ZKDWWKH\ZRXOGQ·W7KLVKDVLPSOLFDWLRQVIRUWKHSX]]OHRIVFRSHUHFRQFLOLDWLRQIRUK\EULGWKHRULVWV
WKDW,UDLVHGDWWKHHQGRI&KDSWHU,GLVFXVVLWODWHURQLQWKLVFKDSWHU
 
PRUHGHWDLO2EYLRXVO\WKHFDXVHRIVRPHGLVDJUHHPHQWVLVWKDWRQHVLGHLVDWIDXOW
3HRSOHUHDVRQEDGO\RUWKH\IDLOWRVHHUHOHYDQWFRQVLGHUDWLRQVRUWKH\VLPSO\PDNH
PLVWDNHV$QGLQRWKHUPRUDODQGHWKLFDOGLVDJUHHPHQWVERWKVLGHVDUHDWIDXOWIRU
WKHVDPHUHDVRQV%XW5DZOVVXSSRVHVWKDWWKHVHDUHQRWWKHRQO\H[SODQDWLRQVRI
GLVDJUHHPHQWDERXWVXFKPDWWHUV6RPHWLPHVLQGLYLGXDOVGLVDJUHHZLWKRXWDQ\RQH·V
EHLQJXQUHDVRQDEOHRUKDYLQJPDGHDPLVWDNH7KLVLVEHFDXVHRI´WKHPDQ\
KD]DUGVLQYROYHGLQWKHFRUUHFWDQGFRQVFLHQWLRXVH[HUFLVHRIRXUSRZHUVRIUHDVRQ
DQGMXGJPHQWµ
 
³WKHPDQ\ZD\VLQZKLFKWZRUHDVRQDEOHSHRSOHXVLQJFRUUHFWO\
DQGFRQVFLHQWLRXVO\WKHLUHTXDOSRZHUVRIUHDVRQDQGMXGJPHQWFDQDUULYHDW
GLIIHUHQWFRQFOXVLRQVLQPRUDODQGRWKHUPDWWHUV
:KDWDUHWKHVHKD]DUGV"0RVWRIWKRVHWKDW5DZOVOLVWVDOWKRXJKKHVD\VWKDW
WKHUHDUHRWKHUVUHIHUWRWKHGLIILFXOW\WKDWZHKDYHLQFRPSUHKHQGLQJDQG
DSSURSULDWHO\ZHLJKWLQJWKHIXOOUDQJHRIFRQVLGHUDWLRQVZKLFKEHDUXSRQRXUPRUDO
DQGHWKLFDOMXGJPHQWV7KHHYLGHQFHLV´FRQIOLFWLQJDQGFRPSOH[µPDQ\ZD\VRI
ZHLJKLQJLWDUHUHDVRQDEOHRXUFRQFHSWVDUH´YDJXHDQGVXEMHFWWRKDUGFDVHVµZH
FDQQRWWHOOKRZIDURXUMXGJPHQWVDUH´VKDSHGE\«RXUZKROHFRXUVHRIOLIHXSWR
QRZµDQGLWLVGLIILFXOWWRPDNHDQDVVHVVPHQWRIWKH´GLIIHUHQWNLQGVRIQRUPDWLYH
FRQVLGHUDWLRQRIGLIIHUHQWIRUFHRQERWKVLGHVRIDQLVVXHµ
 
0RUHRYHUQRWHYHU\
YDOXHHYHQLILWLVDJUHHGE\DOOWREHDYDOXHFDQEHUHDOL]HGE\RQHVRFLHW\
  
:KDW
LVHVVHQWLDOWRXQGHUVWDQGLQJKRZWKHVHIDFWRUVH[SODLQQRIDXOWGLVDJUHHPHQWLVWKDW
WKHUHLVQRPHWKRGE\ZKLFKZHPD\EHVXUHWKDWZHKDYHFRPHWRWKHULJKW
DVVHVVPHQW2XUFRQFHSWVIRUH[DPSOHMXVWDUHYDJXHLW·VQRWWKDWVRPHSHRSOHDUH

  3/S
  3/S
  $V5DZOVQRWHVWKLVLVDWKHPHRI,VDLDK%HUOLQ·VVLQFH3/LWKDVDOVREHHQRQHRI5DZOV·V
 
OHVVYDJXHLQWKHLUFRQFHSWVWKDQRWKHUV7KHHYLGHQFHLWVHOILVFRQIOLFWLQJQRWMXVW
RXULQWHUSUHWDWLRQVRILW7KHEXUGHQVRIMXGJPHQWDUHVLJQLILFDQWEHFDXVHWRJHWKHU
WKH\VKRZXVWKDWWKHVXEMHFWPDWWHURIPRUDOLW\LWVHOILQYROYHVXQFHUWDLQFDVHVDQG
XQFOHDUERXQGDULHVWKDWWKHPRUDOODQGVFDSHLVLQLWVHOIEOXUU\7KHSUREOHPLVQRW
MXVWZLWKRXUPHDQVRIDFFHVVLQJLW$VDUHVXOWGLVDJUHHPHQWSHUVLVWVDQGLV
UHDVRQDEOHHYHQZKHQWKHEHVWPHDQVRIDFFHVVLQJWKHLVVXHVDUHXVHG
7RDFNQRZOHGJHWKHEXUGHQVRIMXGJPHQWWKHQLVWRDFNQRZOHGJHWKDW
UHDVRQDEOHSHRSOHPD\ZHOOGLIIHUHSLVWHPLFDOO\EODPHOHVVO\RQHYHQWKHPRVW
LPSRUWDQWRIPRUDODQGHWKLFDOMXGJPHQWV1RWHWKDW5DZOV·VGHVFULSWLRQRIWKH
EXUGHQVH[SODLQVQRWRQO\GLVDJUHHPHQWRQFRPSUHKHQVLYHPRUDOLVVXHVEXWDOVRRQ
DOPRVWDOOPRUDODQGHWKLFDO³LQFOXGLQJSROLWLFDO³LVVXHV7KHTXDOLILFDWLRQDULVHV
IURPWKHSXWDWLYHLQGLVSXWDELOLW\RIWKHEXUGHQVRIMXGJPHQWWKHPVHOYHVDQGWKH
H[LVWHQFHRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQ7KXVWKHIDFWRISOXUDOLVPLVDOPRVW
LQHYLWDEOHLQDIUHHVRFLHW\LQGLYLGXDOVZLOOFRPHWRDIILUPGLIIHUHQWFRPSUHKHQVLYH
GRFWULQHV
 
5HDVRQDEOHSHRSOHVHHWKDWUHDVRQDEOHRWKHUVFRXOGEODPHOHVVO\IDLOWR
UHDFKWKHVDPHFRQFOXVLRQVDVWKHPDQGUHFRJQLVHWKHUHIRUHWKDWRWKHUVZLOOQRW
QHFHVVDULO\DFFHSWWKHLUFRPSUHKHQVLYHGRFWULQHEDVHGMXVWLILFDWLRQVRIWKHXVHRI
VWDWHSRZHU
7KDWWKH\ZLOOQRWQHFHVVDULO\DFFHSWVXFKMXVWLILFDWLRQVLVRQHWKLQJ:KDWWRGR
DERXWWKDWIDFWLVDQRWKHU7KLVLVZKHUH5DZOVPDNHVKLVGLVWLQFWLYHPRYHKH
LGHQWLILHVDUHDVRQDEOHLQGLYLGXDO·VQRQDFFHSWDQFHRIVRPHFRPSUHKHQVLYH
GRFWULQHEDVHGMXVWLILFDWLRQ³RQWKHJURXQGVRILWVFRQIOLFWZLWKWKHYLHZWKDWVKH
QRWXQUHDVRQDEO\WDNHVRIWKHPRUDOODQGVFDSH³DVJURXQGVIRUGHQ\LQJWKDWVKH
FRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSWLW7KHPHUHIDFWRIKHUQRQDFFHSWDQFHLV

  6HH3/S
 
HQRXJKRQFHZHDFNQRZOHGJHWKHEXUGHQVRIMXGJPHQW,QRWKHUZRUGV5DZOV
LGHQWLILHVWKHPHUHIDFWRIQRQDFFHSWDQFHDVHIIHFWLYHO\DUHDVRQLQWKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNIRUWKHUHMHFWLRQRIDPRUDOFRQFHSWLRQ+HZULWHV

6LQFHPDQ\GRFWULQHVDUHVHHQWREHUHDVRQDEOHWKRVHZKRLQVLVWZKHQ
IXQGDPHQWDOSROLWLFDOTXHVWLRQVDUHDWVWDNHRQZKDWWKH\WDNHDVWUXHEXWRWKHUV
GRQRWVHHPWRRWKHUVVLPSO\WRLQVLVWRQWKHLURZQEHOLHIVZKHQWKH\KDYHWKH
SROLWLFDOSRZHUWRGRVR2IFRXUVHWKRVHZKRGRLQVLVWRQWKHLURZQEHOLHIV
DOVRLQVLVWWKDWWKHLUEHOLHIVDORQHDUHWUXHWKH\LPSRVHWKHLUEHOLHIVEHFDXVHWKH\
VD\WKHLUEHOLHIVDUHWUXHDQGQRWEHFDXVHWKH\DUHWKHLUEHOLHIV%XWWKLVLVD
FODLPWKDWDOOHTXDOO\FRXOGPDNHLWLVDOVRDFODLPWKDWFDQQRWEHPDGHJRRGE\
DQ\RQHWRFLWL]HQVJHQHUDOO\6RZKHQZHPDNHVXFKFODLPVRWKHUVZKRDUH
WKHPVHOYHVUHDVRQDEOHPXVWFRXQWXVXQUHDVRQDEOH
 

7KHNH\WKRXJKWLQWKLVSDVVDJHLVWKDWLWZRXOGEHXQUHDVRQDEOHWRLPSRVHZKDW,
DPFDOOLQJDPRUDOFRQFHSWLRQLHLQWKHSROLWLFDOUHDOPRQWKHEDVLVRIWKHWUXWKRI
DFRPSUHKHQVLYHGRFWULQHZKLFKVXSSRUWVLW,PSRUWDQWO\WKLVLVQRWVXSSRVHGWR
EHEHFDXVHWKDWGRFWULQHLVQRWWUXHRUHYHQEHFDXVHZHFDQQRWNQRZWKDWLWLVWUXH³
5DZOVGHQLHVWKDWKHLVRIIHULQJDVFHSWLFDOYLHZRIWKHVRUWVRIFODLPVLQ
TXHVWLRQ
 
³EXWUDWKHUEHFDXVHRWKHUVPLJKWUHDVRQDEO\DIILUPGLIIHUHQW
FRPSUHKHQVLYHGRFWULQHVDQGWKHUHIRUHUHDVRQDEO\GLVDJUHHDERXWWKHWUXWKRIWKH
GRFWULQHLQTXHVWLRQ,WZRXOGEHXQUHDVRQDEOHWRLPSRVHWKHPRUDOFRQFHSWLRQRQ

  3/S5DZOVJRHVRQWRFRQFOXGHLWLVXQUHDVRQDEOHQRWWRHQGRUVHVRPHIRUPRIOLEHUW\RI
FRQVFLHQFHDQGIUHHGRPRIWKRXJKW,GRQ·WVHHWKDWWKLVIROORZVVHHEHORZ
  6HH3/SSDQG
 
WKHEDVLVRIWKHWUXWKRIRQH·VFRPSUHKHQVLYHGRFWULQHEHFDXVHLWZRXOGEH
UHDVRQDEOHIRURWKHUVQRWWRDFFHSWWKDWFRPSUHKHQVLYHGRFWULQH7KH
UHDVRQDEOHQHVVRIGLVDJUHHPHQWLVWKHIXQGDPHQWDOIDFW
7KHEXUGHQVRIMXGJPHQWFDQKHOSWRH[SODLQWKHDWWUDFWLRQRIZKDW,FDOOHG
¶WKRURXJKJRLQJ·DFWXDOFRQWUDFWXDOLVP³DWOHDVWZLWKLQWKHPRGDOFRQWUDFWXDOLVW
IUDPHZRUN,Q&KDSWHU,DUJXHGWKDWWKHDWWUDFWLRQRIDFWXDOFRQWUDFWXDOLVWYLHZV
ZKLFKVXEPLWDOPRVWHYHU\DVSHFWRISURSRVHGPRUDOFRQFHSWLRQVWRWKHDFWXDO
FRQWUDFWXDOLVWWHVWFDQQRWDGHTXDWHO\EHH[SODLQHGLQWHUPVRIDIXQGDPHQWDO
FRPPLWPHQWWRWKHLGHDORIDXWRQRPRXVOLYLQJ,WFDQKRZHYHUEHH[SODLQHGLQ
WHUPVRIDFRQFHSWLRQRILQGLYLGXDOVDVHTXDOO\DXWKRULWDWLYHLQWKHLUHSLVWHPLFDFFHVV
WRWKHPRUDOODQGVFDSH\HWUHDVRQDEO\GLIIHULQJLQWKHLUMXGJPHQWVDERXWLW:H
VKRXOGFDUHDERXWDFWXDODFFHSWDQFHHYHQRISULQFLSOHVDQGQRUPVZKLFKGHWHUPLQH
WKHGHJUHHWRZKLFKZHOHDGDXWRQRPRXVOLYHVLQWKHVHQVHZKLFKLVRIWHQLQYRNHG
LQVXSSRUWRIOLEHUDOPRUDOFRQFHSWLRQVEHFDXVHZLWKRXWLWZHKDYHQRZD\WRMXVWLI\
WKHLPSRVLWLRQRIWKRVHQRUPVWRRWKHUVJLYHQWKDWZHRXUVHOYHVDUHQRPRUH
DXWKRULWDWLYHLQRXUMXGJPHQWDERXWWKHPRUDOODQGVFDSHWKDQWKRVHXSRQZKRPZH
VHHNWRLPSRVHWKRVHQRUPV2XURZQDFFHSWDQFHRIWKHPLVVXIILFLHQWIRUWKH
OHJLWLPDF\RIWKHLULPSRVLWLRQXSRQXVVLQFHRXUDFFHSWDQFHRIWKHPFRQVWLWXWHV
DFFHSWDQFHRIWKHLUWUXWKDQGWKHLUWUXWKZRXOGFRQVWLWXWHDMXVWLILFDWLRQIRU
LPSRVLQJWKHP%XWWKHUHDVRQDEOHQHVVRIQRWDFFHSWLQJWKHPHQWDLOVWKH
XQUHDVRQDEOHQHVVRIH[SHFWLQJVRPHRQHZKRGRHVQRWDFFHSWWKHPWRDFFHSWD
MXVWLILFDWLRQIRUWKHLULPSRVLWLRQZKLFKLVEDVHGXSRQWKHLUWUXWK,QWKHFRQWH[WRID
FRQFHSWLRQRILQGLYLGXDOVDVHTXDOO\DXWKRULWDWLYHDQGUHDVRQDEOHLQGLIIHULQJLQWKHLU
MXGJPHQWVDERXWWKHPRUDOODQGVFDSHDQDSSHDOWRWKHWUXWKRIDPRUDOFRQFHSWLRQ
HYHQLILWLVWUXHGRHVQRWZRUNDVDMXVWLILFDWLRQWKDWRWKHUVPD\UHDVRQDEO\EH
H[SHFWHGWRDFFHSW³XQOHVVHYHU\RQHDOUHDG\GRHVDFWXDOO\DFFHSWLWWKDWLWLVWUXH
 
,QWKDWFDVHLWLVUHDVRQDEOHWRH[SHFWHDFKSHUVRQWRDFFHSWE\ZD\RIMXVWLILFDWLRQ
DQDSSHDOWRWKHWUXWKRIWKHPRUDOFRQFHSWLRQ%XWVLQFHLWZRXOGEHUHDVRQDEOHIRU
DQ\RQHWRGHQ\WKHWUXWKRIWKHPRUDOFRQFHSWLRQVXFKDQDSSHDOLVHIIHFWLYHO\DQ
DSSHDOWRWKHIDFWWKDWVKHDFFHSWVLWVWUXWK
&RQVLGHUE\ZD\RIDQDORJ\WKHIROORZLQJH[DPSOH<RXDQG,DUHSXUFKDVHUV
IRUDQDUWPXVHXP:HKDYHDOLPLWHGEXGJHWHQRXJKIRURQHRIWZRSDLQWLQJVWKDW
DUHRQRIIHU1HLWKHULVKLVWRULFDOO\PRUHVLJQLILFDQWWKDQWKHRWKHURUPRUHVXLWHG
WRRXUSUHVHQWFROOHFWLRQRXUGHFLVLRQZLOOEHRQDHVWKHWLFJURXQGV7KHSDLQWLQJ
WKDWZHGRQ·WFKRRVHZLOOEHERXJKWE\DSULYDWHFROOHFWLRQDQGZHZLOOQRWKDYHD
FKDQFHWREX\LWDJDLQ,WKLQNWKDWZHVKRXOGSXUFKDVHWKH)OHPLVKODQGVFDSH
ZKLFK,WKLQNFRUUHFWO\OHWXVVD\LVDHVWKHWLFDOO\VXSHULRUWRWKH,WDOLDQSRUWUDLW,Q
PDNLQJDFDVHIRULWWR\RX,FRXOGDSSHDOGLUHFWO\WRWKHWUXWKRILWVDHVWKHWLF
VXSHULRULW\,FRXOGLQVLVWWKDWZHSXUFKDVHLWRQWKLVEDVLV%XWLWLVUHDVRQDEOHWR
GLVDJUHHDERXWWKLVDWOHDVWZKHQWKHVHWZRSDLQWLQJVDUHLQTXHVWLRQVRWRLQVLVWRQ
SXUFKDVLQJLWRQWKHEDVLVRILWVDHVWKHWLFVXSHULRULW\VLPSOLFLWHUZRXOGEH
XQUHDVRQDEOH,UHFRJQLVHWKLVVRDOWKRXJK,PD\VWLOODSSHDOWRWKHWUXWKRILWV
DHVWKHWLFVXSHULRULW\,GRVRFRQVFLRXVWKDWP\FDVHIRULWKDVQRIRUFHDWDOOLI\RX
GRQ·WDFFHSWWKDWLWLVDHVWKHWLFDOO\VXSHULRU,FDQRIFRXUVHSRLQWRXWP\UHDVRQV
IRUWDNLQJLWWREHVR%XWZKHQDOOLVVDLGDQGGRQHDQDSSHDOWRWKH)OHPLVK
ODQGVFDSH·VDHVWKHWLFVXSHULRULW\DVJURXQGVIRULWVSXUFKDVHPXVWEHWRMXVWLI\LWV
SXUFKDVHWR\RXDQDSSHDOWR\RXUDFFHSWDQFHRILWVVXSHULRULW\,GRQ·WVD\´LW·V
DHVWKHWLFDOO\VXSHULRU³VROHW·VEX\LWµ,VD\´ZH·UHDJUHHGWKDWLW·VDHVWKHWLFDOO\
VXSHULRU³VROHW·VEX\LWµ
7KHEXUGHQVRIMXGJPHQWPDNHLWDSSURSULDWHWRWUHDWPRUDOMXGJPHQWVOLNHWKH
DHVWKHWLFMXGJPHQWVLQWKLVH[DPSOH7KLVLVQRWWRVD\WKDWPRUDOMXGJPHQWVDUHQRW
WUXHRUIDOVH,WLVWRVD\WKDWLWLVXQUHDVRQDEOHWRDSSHDOWRWKHLUWUXWKDQG
 
IDOVHKRRGWRMXVWLI\WKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQ,QVWHDGZHPXVWDSSHDO
WRWKHIDFWRILQGLYLGXDOV·DFWXDOHQGRUVHPHQWRIWKHP(DFKSHUVRQ·VDFWXDO
HQGRUVHPHQWRIDPRUDOFRQFHSWLRQRUDEDVLVIRUWKDWPRUDOFRQFHSWLRQ³VHHWKH
ILQDOVHFWLRQRIWKLVFKDSWHULVHVVHQWLDOWRMXVWLI\LWVLPSRVLWLRQDQGLWLVWRWKDW
HQGRUVHPHQWWKDWZHPXVWDSSHDOLQMXVWLI\LQJLWVLPSRVLWLRQWRWKHP7RGR
RWKHUZLVHLVXQUHDVRQDEOHLQWKHOLJKWRIWKHEXUGHQVRIMXGJPHQW6RKHUHZHKDYH
DEXUGHQVRIMXGJPHQWEDVLVIRUDFWXDOFRQWUDFWXDOLVP
,VDLGWKDWIURPKHURZQSRLQWRIYLHZDSHUVRQPD\VHHWKHLPSRVLWLRQRID
PRUDOFRQFHSWLRQDVMXVWLILHGEHFDXVHRILWVWUXWK:KDWWKHEXUGHQVRIMXGJPHQW
VXJJHVWLVWKDWRWKHUV·MXVWLILFDWLRQVWRKHURIWKHLPSRVLWLRQLHVRFLHW\·VLPSRVLWLRQ
RIWKDWPRUDOFRQFHSWLRQXSRQKHUFDQQHYHUWKHOHVVUHDVRQDEO\DSSHDORQO\WRWKH
IDFWRIKHUDFWXDODFFHSWDQFH,WLVVRPHWLPHVVXJJHVWHGWKDWOHIWZLQJHUVDUH
SHUIHFWO\ZHOFRPHLQDORZWD[VRFLHW\WRFRQWUDFWWKHPVHOYHVLQWRSD\LQJKLJKHU
WD[HVLIWKH\WKLQNWKDWVXFKWD[HVRXJKWWREHLPSRVHG6R,PLJKWVLJQVXFKD
FRQWUDFW,FRXOGWKHQVHHWKHKLJKHUWD[HVLPSRVHGXSRQPHDVMXVWLILHGEHFDXVH
WKH\DFFRUGZLWKSULQFLSOHV,WDNHWREHWUXH\HWDWWKHVDPHWLPHUHIXVHWRDFFHSW
\RXUDSSHDOWRWKHLUWUXWKUDWKHUWKDQWRWKHIDFWWKDW,VLJQHGWKHFRQWUDFWDV\RXU
MXVWLILFDWLRQIRUIRUFLQJPHWRSD\WKHP,FDQFRQVLVWHQWO\UHIXVHWRDFFHSWDVD
MXVWLILFDWLRQIURP\RXZKDW,DFFHSWDVDMXVWLILFDWLRQIURPP\VHOI7KHVDPHLVWUXH
LQUHVSHFWRIWKHLPSRVLWLRQRIPRUDOFRQFHSWLRQV7KHEXUGHQVRIMXGJPHQWLQWKH
PRGDOFRQWUDFWXDOLVWIUDPHZRUNKHOSWRVKRZXVZK\
 



 

 &I6WHSKHQ'DUZDOO´&RQWUDFWXDOLVP5RRWDQG%UDQFK$5HYLHZ(VVD\µHVSHFLDOO\SS
ZKHUH'DUZDOOHPSKDVLVHVWKHFRQWUDVWEHWZHHQMXVWLI\LQJVRPHWKLQJWRVRPHRQHDQGMXVWLI\LQJ
VRPHWKLQJLQVRPHRQH·VSUHVHQFH
 
$VZHVDZDERYH5DZOVGRHVQRWLQYRNHWKHEXUGHQVRIMXGJPHQWWRVXSSRUWD
WKRURXJKJRLQJDFWXDOFRQWUDFWXDOLVP,QVWHDGE\ZD\RIFRQFOXVLRQWRWKHSDVVDJH
WKDW,TXRWHGRQSDERYHKHFODLPVWKDW´UHDVRQDEOHSHUVRQVVHHWKDWWKH
EXUGHQVRIMXGJPHQWVHWOLPLWVRQZKDWFDQEHUHDVRQDEO\MXVWLILHGWRRWKHUVDQGVR
WKH\HQGRUVHVRPHIRUPRIOLEHUW\RIFRQVFLHQFHDQGIUHHGRPRIWKRXJKWµ
 	
7KLV
UHVWULFWVWKHUDQJHRIWKHDFWXDOFRQWUDFWXDOLVWWHVWLQ5DZOV·VYLHZ%XWKHUH5DZOV
LV,WKLQNPLVWDNHQ/LEHUW\RIFRQVFLHQFHDQGIUHHGRPRIWKRXJKWDUH
FRPSRQHQWVLQPRUDOFRQFHSWLRQVWKDWDUHQROHVVVXEMHFWWKDQDQ\RWKHUWRWKH
GLIILFXOWLHVUDLVHGE\WKHEXUGHQVRIMXGJPHQW7KHFODLPWKDWWKHVHDUHMXVWOLNHWKH
FODLPWKDWH[WUDHFFOHVLDPQXOODVDOXV
 
LV´DFODLPWKDWDOOHTXDOO\FRXOGPDNHLWLVDOVR
DFODLPWKDWFDQQRWEHPDGHJRRGE\DQ\RQHWRFLWL]HQVJHQHUDOO\µ
 
:KDWZRXOG
EHUHTXLUHGWRJLYHOLEHUW\RIFRQVFLHQFHDQGIUHHGRPSULYLOHJHGVWDWXVZRXOGEH
VRPHLQWHUQDOFRQQHFWLRQZLWKRUHQWDLOPHQWE\DFNQRZOHGJPHQWRIWKHEXUGHQVRI
MXGJPHQW%XWDFNQRZOHGJLQJWKHEXUGHQVRIMXGJPHQWLVPHUHO\DFNQRZOHGJLQJ
WKDWUHDVRQDEOHSHRSOHFDQGLVDJUHHZLWKLQWKHLUPRUDOYLHZVZLWKRXWLWVEHLQJWKH
FDVHWKDWWKHUHPXVWEHDPLVWDNHLQWKHUHDVRQLQJE\ZKLFKWKH\FDPHWRKROG
RSSRVLQJSRVLWLRQV$QGLW·VQRWWKHFDVHWKDWWKHEDVLFOLEHUWLHVPXVWEHDIILUPHG
LQYLUWXHVLPSO\RIWKHILUVWDVSHFWRIWKHUHDVRQDEOH<RXFRXOGFRQVLVWHQWO\
DFNQRZOHGJHWKHDFWXDOFRQWUDFWXDOLVWWHVWWKDW,FODLPHGDPRPHQWDJRLVJURXQGHG
LQDFNQRZOHGJPHQWRIWKHEXUGHQVRIMXGJPHQWDQG\HWGHQ\WKDWRWKHUVVKRXOGEH
IUHHWRDFWXSRQWKHLURSSRVLQJYLHZV,QVWHDG\RXZRXOGVXSSRVHWKDWWKH
TXHVWLRQZKLFKYLHZFDQUHDVRQDEO\GHWHUPLQHKRZSHRSOHPD\MXVWO\DFWFDQEH

  3/S
  ´2XWZLWKWKHFKXUFKWKHUHLVQRVDOYDWLRQµ6HH3/S
  3/STXRWHGPRUHIXOO\DERYH
 
IRXQGRXWRQO\E\DVFHUWDLQLQJZKLFKYLHZLVDFWXDOO\DFFHSWHGE\HYHU\RQH<RX
ZRXOGGHQ\WKDWLQWKHDEVHQFHRIDFWXDODJUHHPHQWWKDWMXVWLFHVKRXOGJLYHLWVVHDO
RIDSSURYDOWRDQ\PRUDOFRQFHSWLRQ7KHEXUGHQVRIMXGJPHQWH[SODLQKRZSHRSOH
FDQGLVDJUHHZLWKRXWIDXOWWKH\GRQRWVHWRXWLGHDOHSLVWHPLFFRQGLWLRQVIRUPRUDO
UHDVRQLQJRQWKHEDVLVRIZKLFKZHFDQUHDFKWKHFRQFOXVLRQWKDWOLEHUDOSULQFLSOHV
DUHMXVW
1RUZLOOLWGRWRVD\WKDWVLQFHHDFKSHUVRQPD\UHDVRQDEO\GLIIHUDERXWZKDW
KHURZQEHKDYLRXUVKRXOGEHLWZRXOGEHXQUHDVRQDEOHIRUDQ\RQHWRSURSRVH
PRUDOFRQFHSWLRQVZKLFKGRQRWSHUPLWHDFKLQGLYLGXDOWKHIUHHGRPWRGHWHUPLQH
KHURZQEHKDYLRXUFRQVLVWHQWZLWKWKHVDPHIUHHGRPIRUDOO7KHSRLQWRIWKHLGHD
RIWKHEXUGHQVRIMXGJPHQWLVWKDWSHRSOHPD\UHDVRQDEO\GLIIHULQWKHPRUDO
FRQFOXVLRQVWKH\GUDZWKHLUFRQFOXVLRQVPD\QRWKDYHWKLVNLQGRILQGLYLGXDOLVWLF
OLEHUDOLVPEXLOWLQWRWKHP$VDOLHQWIDFWDERXWDWOHDVWVRPHFRPSUHKHQVLYH
GRFWULQHVWKDWKDYHH[LVWHGLVWKDWUHDOLVDWLRQRUIXUWKHULQJRIWKHJRRGDVWKH\
VSHFLI\LWLQYROYHVWKHEHKDYLRXURIQRWRQO\WKRVHZKRDGKHUHWRWKH
FRPSUHKHQVLYHGRFWULQHVLQTXHVWLRQEXWDOVRWKRVHZKRGRQ·W6RIRUH[DPSOH
VRPHUHOLJLRXVFRPSUHKHQVLYHGRFWULQHVYLHZWKHJRRGDVUHTXLULQJWKHEHKDYLRXURI
DOOLQGLYLGXDOV³DVRSSRVHGWRRQO\WKRVHZKRDGKHUHWRWKHUHOLJLRQLQTXHVWLRQ³
WRFRQIRUPWRWKHSUHVFULSWLRQVRIVRPHFHQWUDOUHOLJLRXVWH[W0RUHRYHUVRPH
VXFKGRFWULQHVGRQRWUHTXLUHWKDWWKHUHOHYDQWEHKDYLRXUPXVWEHYROXQWDULO\
XQGHUWDNHQIRUWKHJRRGWREHVHFXUHGRUIXUWKHUHGIUHHIDLWKLVQRWQHFHVVDU\IRU
WKHUHDOLVDWLRQRIWKHJRRG
 
5HOLJLRXVUHJLPHVPD\VRPHWLPHVPDNHFRQIRUPLW\

  5DZOVQRWHVDW3/SWKDWKH´SHUKDSVWRRRSWLPLVWLFDOO\µVXSSRVHVWKDW´DOOWKHPDLQ
KLVWRULFDOUHOLJLRQVDGPLWRI>DQDFFRXQWRIIUHHIDLWK@µ,WDNH¶DQDFFRXQWRIIUHHIDLWK·WRPHDQDQ
H[SODQDWLRQRUDVVHUWLRQRIWKHYDOXHRUQHFHVVLW\RIWKHIUHHDGRSWLRQRIIDLWK7KHRSWLPLVWLF
 
ZLWKUHOLJLRXVUHTXLUHPHQWVREOLJDWRU\UHJDUGOHVVRIZKHWKHUDSHUVRQEHOLHYHVLQWKH
UHOLJLRQRUUHTXLUHPHQWVLQTXHVWLRQRUQRW6RSHRSOHPD\UHDVRQDEO\GLIIHUDERXW
ZKDWWKHLURZQEHKDYLRXUVKRXOGEHEXWWKH\PD\DOVRUHDVRQDEO\GLIIHUDERXWZKDW
HDFKRWKHUSHUVRQ·VEHKDYLRXUVKRXOGEH1RWKLQJLQWKHLGHDRIWKHEXUGHQVRI
MXGJPHQWJLYHVXVJURXQGVWRGHQ\WKLV
,I5DZOVZHUHULJKWDERXWWKHFRQFOXVLRQVOLFHQVHGE\WKHEXUGHQVRIMXGJPHQW
WKHEHVWDUWLFXODWLRQRIKLVYLHZZRXOGEHWKHK\EULGYLHZZLWKDOHVVWKRURXJKJRLQJ
DFWXDOFRQWUDFWXDOLVWFRPSRQHQW7KHEXUGHQVRIMXGJPHQWZRXOGSURYLGHUHDVRQ
WRUHMHFWDQ\PRUDOFRQFHSWLRQZKLFKGLGQRWLQFOXGHSURYLVLRQIRUDWOHDVWWKHEDVLF
OLEHUWLHVRIFRQVFLHQFHDQGWKRXJKW%XWKHLVZURQJDERXWWKHFRQFOXVLRQV7KH
EXUGHQVRIMXGJPHQWDORQHSURYLGHQREDVLVIRUWKHVXSSRVLWLRQWKDWWKHUHLVDQ\
PRUDOFRQFHSWLRQWKDWLWZRXOGEHXQUHDVRQDEOHWRDIILUPDSDUWIURPWKRVHZKLFK
IDLOWRDFNQRZOHGJHWKHDFWXDOFRQWUDFWXDOLVWFRQVHTXHQFHRIWKHEXUGHQVRI
MXGJPHQWWKHPVHOYHV7KH\QHYHUWKHOHVVGRSURGXFHWKDWDFWXDOFRQWUDFWXDOLVW
FRQVHTXHQFHWKDWLWZRXOGEHXQUHDVRQDEOHWRLPSRVHDPRUDOFRQFHSWLRQRQ
VRPHRQHZKRGLGQRWDFFHSWLW
:KDW5DZOVVXSSRVHVZHVHHNZKHQZHVHHNWRILQGDEDVLVIRUWKHRYHUODSSLQJ
FRQVHQVXVLVDEDVLVIRUXQDQLPRXVDFFHSWDQFHRIDVSHFLILFOLEHUDOPRUDO
FRQFHSWLRQ³LQ5DZOV·VIDYRXUHGFDVHDVSHFLILFOLEHUDOHJDOLWDULDQPRUDO
FRQFHSWLRQ³DPRQJLQGLYLGXDOVZKRDUHDOUHDG\XQDQLPRXVE\GHILQLWLRQDV
UHDVRQDEOHLQWKHLUDFFHSWDQFHRIWKHQHFHVVLW\RIVRPHOLEHUDOPRUDOFRQFHSWLRQ
%XWVLQFH,GHQ\WKDWKHLVULJKWDERXWWKHFRQFOXVLRQVOLFHQVHGE\WKHEXUGHQVRI
MXGJPHQW,DOVRGHQ\WKDWLWPDNHVVHQVHWRFDUHDERXWDEDVLVIRUXQDQLPRXV

VXSSRVLWLRQLVRIFRXUVHFRQVLVWHQWZLWKLWVEHLQJWKHFDVHWKDWDOOWKHPDLQKLVWRULFDOUHOLJLRQVKDYH
H[LVWHGDQGGRH[LVWLQYHUVLRQVZKLFKGRQRWLQIDFWLQFOXGHDQDFFRXQWRIIUHHIDLWK
 
DFFHSWDQFHRQO\DPRQJWKRVHZKRDUHDOUHDG\XQDQLPRXVLQWKHLUDFFHSWDQFHRI
VRPHOLEHUDOPRUDOFRQFHSWLRQ'RHVWKLVPHDQZHVKRXOGEHORRNLQJIRUDEDVLVIRU
FRQVHQVXVDPRQJQRWRQO\UHDVRQDEOHEXWDOVRXQUHDVRQDEOHLQGLYLGXDOV"
:HDQVZHUWKLVTXHVWLRQE\GHWHUPLQLQJZKHWKHUWKHEXUGHQVRIMXGJPHQWEDVLV
IRUDFWXDOFRQWUDFWXDOLVPSURYLGHVDUDWLRQDOHIRUDUHVWULFWLRQLQVFRSHWRUHDVRQDEOH
LQGLYLGXDOVLQVRPHVHQVH,IOLEHUDOLVPIROORZVDXWRPDWLFDOO\IURPWKHEXUGHQVRI
MXGJPHQWZHGRKDYHVXFKDUDWLRQDOHLI\RXUIXQGDPHQWDOSUHPLVHLVVRPHWKLQJ
WKDWHQWDLOVDFFHSWDQFHRIOLEHUDOLVP\RXKDYHQRUHDVRQWRFDUHDERXWDQ\RQH·V
DFWXDODFFHSWDQFHZKRLVVHFRQGDVSHFWXQUHDVRQDEOH³ZKLFKLQFOXGHVDQ\RQHZLWK
LOOLEHUDOSROLWLFDOYLHZV$WKHRU\EXLOWRQDOLEHUDOLVPHQWDLOLQJIXQGDPHQWDOSUHPLVH
QHHGQRWWU\WRDFFRPPRGDWHWKHDFWXDOYLHZVRIWKRVHZKRGHQ\WKHSUHPLVHRUWKH
HQWDLOPHQWWKRXJKLWPD\SHUIHFWO\ZHOOWDNHLWVHOIWREHUHTXLUHGWRDFFRPPRGDWH
WKHYLHZVWKDWWKHVHSHRSOHZRXOGDFFHSWLIWKH\GLGDFFHSWWKHSUHPLVHDQG
HQWDLOPHQW7KHWURXEOHLVWKDWZKLOHVXFKDUHTXLUHPHQWHQWDLOVDOLEHUDOPRUDO
FRQFHSWLRQWRJHWIURPWKHUHWRDVSHFLILFPRUDOFRQFHSWLRQUHTXLUHVNQRZOHGJHRI
DK\SRWKHWLFDOZKLFKZHVXUHO\FDQ·WKDYH:KLFKVSHFLILFOLEHUDOPRUDOFRQFHSWLRQ
ZRXOGVRPHRQHZKRLVLOOLEHUDOLHZKRGRHVQRWHQGRUVHWKHEDVLFOLEHUWLHVDFFHSW
LIVKHZHUHOLEHUDO"+HUDFWXDOYLHZVLQPRVWFDVHVZLOOJLYHXVQRJXLGHDWDOO6RLW
PDNHVVHQVHWRFRQFHQWUDWHRQWKRVHZKRDUHVHFRQGDVSHFWUHDVRQDEOHDORQHDQG
VHHNDQRYHUODSSLQJFRQVHQVXVDPRQJWKHLUYLHZVUDWKHUWKDQDPRQJERWKWKHLU
YLHZVDQGWKRVHWKDWVHFRQGDVSHFWXQUHDVRQDEOHLQGLYLGXDOVZRXOGKDYHLIWKH\
ZHUHVHFRQGDVSHFWUHDVRQDEOH7KLVDWOHDVWSDUWO\H[SODLQV5DZOV·VUHVWULFWLRQLQ
WKHVFRSHRIKLVDFWXDOFRQWUDFWXDOLVWHOHPHQWWRUHDVRQDEOHLQGLYLGXDOV
%XW,DPGHQ\LQJWKDWOLEHUDOLVPGRHVDXWRPDWLFDOO\IROORZIURPWKHEXUGHQVRI
MXGJPHQWDQGWKHUHIRUHZHGRQRWKDYHWKLVUDWLRQDOHIRUUHVWULFWLRQLQVFRSHWR
VHFRQGDVSHFWUHDVRQDEOHLQGLYLGXDOV'RZHKDYHDQ\RWKHU"<RXPLJKWVXSSRVH
 
WKDWVLQFHZHFRQWLQXHWRDIILUPWKHEXUGHQVRIMXGJPHQWDQGWKHLUDFWXDO
FRQWUDFWXDOLVWFRQVHTXHQFHZHKDYHDUDWLRQDOHIRUUHVWULFWLQJWKHVFRSHRIRXU
DFWXDOFRQWUDFWXDOLVPWRWKRVHZKRDOVRDIILUPWKHEXUGHQVRIMXGJPHQWDQGDFWXDO
FRQWUDFWXDOLVP:K\VKRXOGZHFDUHDERXWZKDWLQGLYLGXDOVZKRGHQ\WKH
IXQGDPHQWDOSUHPLVHRIDFWXDOFRQWUDFWXDOLVPDFFHSWRUUHMHFW"%XWWKLVZRXOGEH
DQDORJRXVWRD+REEHVLDQ·VUHIXVLQJWRUHTXLUHDVQHFHVVDU\IRUKHUWRKDYHWKH
SROLWLFDOREOLJDWLRQWKHFRQVHQWRIDQLQGLYLGXDOZKRUHMHFWVWKHQHFHVVLW\RIFRQVHQW
WRSROLWLFDOREOLJDWLRQ+REEHVLDQVGRQ·WGRWKLVIRUWKHIROORZLQJJRRGUHDVRQDW
WKHOHYHORIWKHLPSRVLWLRQRIPRUDOFRQFHSWLRQVDJDLQVWWKH+REEHVLDQPRUDO
EDFNJURXQGZKHWKHURUQRWDQ\RQHDFFHSWVWKDWPRUDOEDFNJURXQGLWVHOILV
LUUHOHYDQW:HDUHLQWHUHVWHGLQWKHLUDFFHSWDQFHRIILUVWRUGHUYLHZVDVDUWLFXODWHGLQ
PRUDOFRQFHSWLRQVQRWWKHLUYLHZVDERXWKRZRUZKHWKHUWKHVHPRUDOFRQFHSWLRQV
VKRXOGPHHWWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQ2XURZQVHFRQGRUGHUYLHZ
ZKLFKGHWHUPLQHVWKHGHWDLOVRIWKHPRUDOEDFNJURXQGLWVHOIHQWDLOVQRSDUWLFXODU
ILUVWRUGHUYLHZ
 


&RQVLGHUE\DQDORJ\WKHULJKWWRYRWHLQDFRQVWLWXWLRQDO
GHPRFUDF\6XSSRVHWKDWVRPHRQHLQVXFKDGHPRFUDF\EHOLHYHVWKDWLGHDOO\ZH
ZRXOGKDYHVRFLDOLVPLPSOHPHQWHGE\DEHQHYROHQWGLFWDWRU,QDQHOHFWLRQVKH
YRWHVIRUWKHVRFLDOLVWFDQGLGDWHWKRXJKLWLVFRQVWLWXWLRQDOO\LPSRVVLEOHWKDWWKH
ZLQQLQJFDQGLGDWHVKRXOGHVWDEOLVKDGLFWDWRUVKLSDQGHQGWKHGHPRFUDF\7KHIDFW
WKDWWKHYRWHUUHMHFWVWKHGHPRFUDWLFV\VWHPZKLFKJUDQWVHDFKSHUVRQDYRWHLQWKH
ILUVWSODFHKDVQREHDULQJRQZKHWKHUKHUYLHZVDERXWVRFLDOLVPVKRXOGEHWDNHQLQWR
DFFRXQWE\WKDWV\VWHP7KRVHYLHZVDUHFRPSDWLEOHZLWKWKHDIILUPDWLRQRI




 &RQWUDVW/RFNHZKRVHVHFRQGRUGHUYLHZGRHVHQWDLODPRUDOFRQFHSWLRQ³WKDWZKLFKREWDLQVLQ
WKH/RFNHDQVWDWHRIQDWXUH7KLVLQFOXGHVFHUWDLQLQDOLHQDEOHULJKWVVRLI\RXUYLHZOHDGV\RXWR
UHMHFWWKRVHULJKWV\RXUFRQVHQWLVQRWQHFHVVDU\IRUWKHMXVWLFHRIWKHLPSRVLWLRQRIDPRUDO
FRQFHSWLRQWRZKLFK\RXGLGQRWFRQVHQW
 
GHPRFUDF\VRWKHUHLVQRWKLQJRIIHQVLYHLQWKHLULQIRUPLQJDSHUVRQ·VYRWH+HU
YRWHVKRXOGEHFRXQWHGOLNHDQ\RWKHUWKHUHVXOWRIWKHHOHFWLRQVKRXOGUHIOHFW
HYHU\RQH·VYLHZVDERXWWKHILUVWRUGHUSROLFLHVWREHLPSOHPHQWHGQRWMXVWWKRVHRI
SHRSOHZKRDFFHSWWKHVHFRQGRUGHUGHPRFUDWLFYLHZDERXWKRZWKHILUVWRUGHU
SROLFLHVDUHWREHFKRVHQ
0DWWHUVDUHGLIIHUHQWKRZHYHULIWKHVHFRQGRUGHUYLHZDERXWKRZILUVWRUGHU
SROLFLHVDUHWREHFKRVHQHQWDLOVFHUWDLQILUVWRUGHUSROLFLHV6XSSRVHQRZWKDWLWLVD
IDFWWKDWGHPRFUDF\LVLPSRVVLEOHXQOHVVHYHU\YRWHULVOLWHUDWH,QWKDWFDVHLW
VKRXOGEHFRQVWLWXWLRQDOO\LPSRVVLEOHLQRXUFRQVWLWXWLRQDOGHPRFUDF\QRWRQO\WKDW
DZLQQLQJFDQGLGDWHVKRXOGHVWDEOLVKDGLFWDWRUVKLSEXWDOVRWKDWVKHVKRXOG
LPSOHPHQWSROLFLHVZKLFKEULQJDERXWOHVVWKDQIXOOOLWHUDF\UDWHV9RWHVIRUVXFK
SROLFLHVVKRXOGQRWEHFRXQWHGRUEHWWHUSRVVLEOHEHFDXVHQRSDUW\PD\SURSRVH
VXFKSROLFLHV,QWKLVFDVHWKHVLWXDWLRQLVDQDORJRXVWRWKHDFWXDOFRQWUDFWXDOLVP
ZKLFKIROORZVIURPDOLEHUDOLVPHQWDLOLQJFRQFHSWLRQRIWKHEXUGHQVRIMXGJPHQW
7KXVIRUVXFKDYLHZZHDUULYHDWDSRVLWLRQDFFRUGLQJWRZKLFKWKHUHLVDUDWLRQDOH
DV,H[SODLQHGWZRSDUDJUDSKVDJRIRUUHVWULFWLQJDFWXDOFRQWUDFWXDOLVP·VVFRSHWR
WKRVHZKRDUHVHFRQGDVSHFWUHDVRQDEOH
6RWKHUHYLVLRQWR5DZOV·VK\EULGYLHZWKDW,DGYRFDWHGHQLHVWKDWOLEHUDOLVP
IROORZVIURPDFNQRZOHGJPHQWRIWKHEXUGHQVRIMXGJPHQWDQGLWWKHUHIRUHUHOD[HV
WKHUHVWULFWLRQLQWKHYLHZ·VDFWXDOFRQWUDFWXDOLVWVFRSHWRWKRVHZKRDUHVHFRQG
DVSHFWUHDVRQDEOH,VKDOOGLVFXVVILUVWDVSHFWUHDVRQDEOHQHVVLQWKHQH[WVHFWLRQLQ
WKHFRQWH[WRIWKHSX]]OHVIRUK\EULGFRQWUDFWXDOLVPWKDW,UDLVHGDWWKHHQGRI
&KDSWHU%HIRUHWKDWLVWKHUHDUDWLRQDOHIRUDQ\RWKHUUHVWULFWLRQLQWKHUHYLVHG
5DZOVLDQYLHZ·VDFWXDOFRQWUDFWXDOLVWVFRSH":HOOMXVWDVWKH/RFNHDQUHVWULFWVKLV
DFWXDOFRQWUDFWXDOLVWVFRSHWRWKRVHZKRDUHFDSDEOHRIWKHIUHHGRPWKDWLVSURWHFWHG
E\WKHQHFHVVLW\RIFRQVHQWIRUWKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQRWKHUWKDQWKDW
 
RIWKHVWDWHRIQDWXUHVRWKHUHYLVHG5DZOVLDQFDQUHVWULFWKHUDFWXDOFRQWUDFWXDOLVW
VFRSHWRWKRVHZKRDUHFDSDEOHRIWKHNLQGVRIMXGJPHQWDERXWZKLFKWKHEXUGHQV
RIMXGJPHQWVKRZXVWKDWLQGLYLGXDOVPD\UHDVRQDEO\GLVDJUHH6RZHQHHGQRW
ZRUU\DERXWWKHDFWXDODFFHSWDQFHRIWKRVHZKRDUHQRWFDSDEOHRIIRUPLQJDQG
UHYLVLQJWKHLUFRQFHSWLRQRIWKHJRRG:HFDQWKDWLVIROORZ5DZOVLQDVVXPLQJ
WKDWHYHU\RQHWKDWZHDUHLQWHUHVWHGLQKDVKLV¶VHFRQGPRUDOSRZHU·DQGWKH
FDSDFLWLHVWKDWXQGHUSLQLW
 

 
7KHVHLQFOXGHDPLQLPXPGHJUHHRIUDWLRQDOLW\
WKHRUHWLFDODELOLW\DQGVHOIGLUHFWLRQ


 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWPRWLYDWLRQ
7KHUHYLVHG5DZOVLDQYLHZLVDK\EULGWKHRU\ZLWKDPRUHWKRURXJKJRLQJDFWXDO
FRQWUDFWXDOLVWFRPSRQHQWWKDQ5DZOV·VRIILFLDOYLHZ,WVD\VWKDWLWLVXQUHDVRQDEOH
WRH[SHFWHDFKSHUVRQWRDFFHSWDQ\PRUDOFRQFHSWLRQWKDWVKHDFWXDOO\GRHVQRW
DFFHSW,ZDQWWRDUJXHWKDWWKLVYLHZLVWKHEDVLVIRUDSODXVLEOHHODERUDWLRQRI
5DZOVLDQHJDOLWDULDQLVPZKLFKLQFRUSRUDWHVWKHDWWUDFWLRQVRIERWKPRGDODQGDFWXDO
FRQWUDFWXDOLVP7RGRWKLVUHTXLUHVPHWRGRWKHIROORZLQJ)LUVW,PXVWH[SODLQ
KRZWKLVK\EULGYLHZVROYHVWKHWZRSX]]OHVWKDW,LQWURGXFHGDWWKHHQGRIWKHODVW
FKDSWHU,WU\WRPHHWWKLVUHTXLUHPHQWLQWKHUHPDLQGHURIWKLVFKDSWHU,Q&KDSWHU
,VKDOOJRRQWRFRQQHFWWKLVK\EULGIUDPHZRUNLQPRUHGHWDLOZLWK5DZOV·V
VWUDWHJ\RISROLWLFDOFRQVWUXFWLYLVPWKHUHE\H[SODLQLQJKRZZHPLJKWJRDERXW
VKRZLQJWKDWZKDW,DPFDOOLQJDPRUDOFRQFHSWLRQFRXOGEHMXVWLILHGRQWKHK\EULG
YLHZ+RZVKRXOGLWEHDUJXHGWKDWDQ\SDUWLFXODUPRUDOFRQFHSWLRQZRXOGDFWXDOO\
EHDFFHSWHGE\HDFKUHOHYDQWSHUVRQLQVRFLHW\",QWKHILQDOFKDSWHUVRIWKHWKHVLV




 6HH3/SS
 
,·OOHODERUDWHDQGHQGRUVH5DZOV·VRZQDUJXPHQWWKDWVSHFLILFDOO\WKHHJDOLWDULDQLVP
RIMXVWLFHDVIDLUQHVVZRXOGEHDFWXDOO\DFFHSWHGLQWKHZD\QHFHVVDU\IRULWWREH
LQGLYLGXDOLVWLFDOO\MXVWLILHGRQWKHK\EULGYLHZ
*LYHQWKHEXUGHQVRIMXGJPHQWDVDQH[SODQDWLRQRIWKHIXQGDPHQWDOEDVLVRI
DFWXDOFRQWUDFWXDOLVPLWPDNHVVHQVHDVZHVDZDERYHIRUDQDFWXDOFRQWUDFWXDOLVW
WRUHVWULFWVFRSHWRWKRVHLQGLYLGXDOVZKRPHHWWKHIROORZLQJFRQGLWLRQWKH\PXVW
EHFDSDEOHRIWKHNLQGVRIMXGJPHQWDERXWZKLFKLQGLYLGXDOVPD\UHDVRQDEO\
GLVDJUHHJLYHQWKHEXUGHQVRIMXGJPHQW7KHUHLVQRWKLQJREMHFWLRQDEOHLQDQ
DFWXDOFRQWUDFWXDOLVW·VUHVWULFWLQJVFRSHLQWKLVZD\ZKHQKHUYLHZLVIRXQGHGRQKHU
DFFHSWDQFHRIWKHEXUGHQVRIMXGJPHQW%XWLWZRXOGEHREMHFWLRQDEOHEHFDXVH
LQFRPSDWLEOHZLWKKHUVWDWHGPRWLYDWLRQIRUKHUWRUHVWULFWVFRSHLQRWKHUZD\V,I
IRUH[DPSOHVKHDOVRH[FOXGHGWKRVHLQGLYLGXDOVZKRVHYLHZVZHUHYHU\ULJKWZLQJ
RUWKRVHZKRVHH\HVZHUHEOXHKHUYLHZZRXOGQRORQJHUUHWDLQWKHDWWUDFWLRQVRI
DFWXDOFRQWUDFWXDOLVPUHJDUGOHVVRIWKHDSSHDOIRUXVVD\RIWKHPRUDOFRQFHSWLRQWKDW
SRSSHGRXWDWWKHHQG7RUHWDLQWKRVHDWWUDFWLRQVDWKHRU\PXVWUHPDLQWUXHWR
DFWXDOFRQWUDFWXDOLVP·VIXQGDPHQWDOPRWLYDWLRQV³LQWKLVFDVHDSSUHFLDWLRQRIWKH
EXUGHQVRIMXGJPHQW7KHQRQDFFHSWDQFHRIWKRVHZKRPHHWWKHFRQGLWLRQ
PHQWLRQHGDERYHWKDWLVPXVWGHOHJLWLPLVHSURSRVHGPRUDOFRQFHSWLRQV
7KLVEULQJVXSRQFHDJDLQWKHVHFRQGSX]]OHIRUK\EULGWKHRULVWVWKDW,UDLVHGDW
WKHHQGRI&KDSWHU7KHUH,VDLGWKDWDK\EULGFRQWUDFWXDOLVWFDQFRQVLVWHQWO\
LJQRUHWKHQRQDFFHSWDQFHRISHRSOHZKRDUHXQUHDVRQDEOHLQWKHVHQVHWKDWWKH\
IDLOWRUHFRJQLVHWKHUHDVRQWKDWWKHUHLVWKDWWKHPRGDOFRQWUDFWXDOLVWHOHPHQWRIWKH
K\EULGYLHZWDNHVWKHUHWREHWRILQGDQGFRPSO\ZLWKDPRUDOFRQFHSWLRQWKDWHDFK
SHUVRQDFWXDOO\DFFHSWV2WKHUZLVHVKHVHHPVWRDOORZZKDWVKHWDNHVWREHXQMXVW
YLHZVWRFRQWDPLQDWHWKHFRQWHQWRIMXVWLFH7KHGLIILFXOW\LVWKLVWKLVIXUWKHU
UHVWULFWLRQLQVFRSHUHVWULFWVWKHFRQVWLWXHQF\RIWKRVHZKRVHDFWXDODFFHSWDQFHLV
 
QHFHVVDU\IRUDPRUDOFRQFHSWLRQWREHMXVWEH\RQGWKHOLPLWVZKLFKIROORZIURP
DSSUHFLDWLRQRIWKHEXUGHQVRIMXGJPHQWWKHDFWXDOFRQWUDFWXDOLVWPRWLYDWLRQ6R
GRHVQ·WWKHK\EULGYLHZIDLODIWHUDOOWRLQFRUSRUDWHWKHDWWUDFWLRQRIDFWXDO
FRQWUDFWXDOLVP",QVRIDUDVZHDUHDFWXDOFRQWUDFWXDOLVWVVKRXOGQ·WZHFDUHDERXW
DFFHSWDQFHRISURSRVHGPRUDOFRQFHSWLRQVE\HYHQWKRVHZKRDUHQ·WUHDVRQDEOHLQ
WKHPRGDOFRQWUDFWXDOLVWDQG5DZOV·VILUVWVHQVH",FDOOHGWKLV¶WKHSX]]OHRIVFRSH
UHFRQFLOLDWLRQ·
+RZHYHUWKHK\EULGYLHZFDQEHHODERUDWHGLQDZD\WKDWGHDOVZLWKWKLVZRUU\
7RH[SODLQKRZWKLVFDQEHGRQHLQYROYHVH[SODLQLQJKRZLWFDQRYHUFRPHWKHRWKHU
SX]]OHWKDW,RXWOLQHGDWWKHHQGRI&KDSWHU7KLVZDVWKH¶DUELWUDULQHVVSX]]OH·
ZLWKRXWWKHLQWURGXFWLRQRIIDFWRUVDERXWZKLFKWKHLUYLHZSURYLGHVQRJXLGDQFH
K\EULGWKHRULHVKDYHQRGHWHUPLQDWHRXWFRPHDQGDQ\RXWFRPHWKH\KDYHLVIURP
WKHWKHRU\·VSRLQWRIYLHZDUELWUDU\7KHSUREOHPDULVHVSUHFLVHO\EHFDXVHRIWKH
QDWXUHRIWKHILUVWDVSHFWRIUHDVRQDEOHQHVVQHFHVVDU\IURPDPRGDOFRQWUDFWXDOLVW
SRLQWRIYLHZIRUDQLQGLYLGXDO·VQRQDFFHSWDQFHRIVRPHPRUDOFRQFHSWLRQWRJLYH
UHDVRQDEOHJURXQGVIRULWVUHMHFWLRQ5HDVRQDEOHLQGLYLGXDOVFDUHDERXWILQGLQJDQG
FRPSO\LQJZLWKSULQFLSOHVRUPRUDOFRQFHSWLRQVWKDWHYHU\RQHFDQUHDVRQDEO\EH
H[SHFWHGWRDFFHSW$FFRUGLQJWRWKHEXUGHQVRIMXGJPHQWLQGLYLGXDOVFDQ
UHDVRQDEO\EHH[SHFWHGWRDFFHSWRQO\SULQFLSOHVRUPRUDOFRQFHSWLRQVWKH\DFWXDOO\
DFFHSW,WLVSODXVLEOHWRVXSSRVHWKDWWKH\DFWXDOO\DFFHSWRQO\ZKDWGRHVQRW
FRQIOLFWZLWKWKHLURZQPRUDOFRPPLWPHQWV
 


%XWLIWKH\DUHUHDVRQDEOHLQWKH
ILUVWDVSHFWWKHPVHOYHV³DQGQRWZLWKVWDQGLQJWKHSX]]OHRIVFRSHUHFRQFLOLDWLRQ
WKRVHZKRVHQRQDFFHSWDQFHZHKDYHUHDVRQWRFDUHDERXWZLOOEH³WKHQWKLVPD\
PDNHWKHPZLOOLQJWRDOWHUWKHLUPRUDOFRPPLWPHQWVWRPDNHLWSRVVLEOHWRILQG




 ,VD\PRUHDERXWWKLVLQWKHIROORZLQJVHFWLRQ
 
SULQFLSOHVWKDWGRQRWFRQIOLFWZLWKDQ\RQH·VPRUDOFRPPLWPHQWV,WZLOOPDNHWKHP
ZLOOLQJWRGRWKLVLIWKH\JLYHWKHUHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKVXFK
SULQFLSOHVDEVROXWHRUQHDUDEVROXWHZHLJKW7KDWEHLQJVRQRRQHUHDVRQDEOHZLOO
EHILUPO\FRPPLWWHGWRDQ\PRUDOFRQFHSWLRQKHUFRPPLWPHQWZLOOGHSHQGRQKRZ
RWKHUUHDVRQDEOHLQGLYLGXDOV·PRUDOYLHZVWXUQRXWWREH%XWWKH\ZLOOEHDOOLQWKH
VDPHSRVLWLRQ7KHUHIRUHZLWKRXWFRRUGLQDWLRQQRPRUDOFRQFHSWLRQZLOOPHHWWKH
K\EULGFRQWUDFWXDOLVWWHVW<HWWKHFRRUGLQDWLQJPHFKDQLVPVZKLFKFRXOGEULQJ
DERXWWKDWVRPHPRUDOFRQFHSWLRQPHHWVWKHWHVWVHHPWRLQYROYHDQLQDSSURSULDWH
DUELWUDULQHVV
7KHDUELWUDULQHVVSX]]OHLVDOOWKHPRUHSX]]OLQJLQWKDWWKHK\EULGYLHZZKLFK
SURGXFHVLWVHHPVDV,SRLQWHGRXWLQ&KDSWHUWRFDSWXUHVRPHWKLQJWKDWPRGDO
FRQWUDFWXDOLVWVZLVKWRFODLPIRUWKHLUWKHRU\7KLVLVWKHLGHDWKDWWKHIDFWRI
UHDVRQDEOHLQGLYLGXDOV·PRWLYDWLRQWRILQGSULQFLSOHVXSRQZKLFKDOOFRXOG
UHDVRQDEO\EHH[SHFWHGWRDJUHHPDNHVDGLIIHUHQFHWRWKHFRQWHQWRIZKDWDOOFRXOG
UHDVRQDEO\EHH[SHFWHGWRDJUHHXSRQ:KHQWKH,QGLYLGXDOLVW5HVWULFWLRQ
UHVSHFWLQJUHDVRQVWKDWWKHUHDUHLQVXSSRUWRIVRPHSULQFLSOHRUPRUDOFRQFHSWLRQ
DUHEDVHGRQWKHUHODWLYHOHYHOVRIZHOOEHLQJRUWKHQRQDUELWUDULQHVVRIGLVWULEXWLRQ
RIJRRGVIRUH[DPSOHLWVHHPVWKDWEHLQJPRWLYDWHGWRILQGDQGFRPSO\ZLWK
SULQFLSOHVEDVHGRQWKRVHUHDVRQVLVVLPSO\DPDWWHURIVXIILFLHQWFOHDUVLJKWHGQHVV
DQGZLOOLQJQHVVWKHUHDVRQVWKHPVHOYHVDUHLQGHSHQGHQWRIZKHWKHUDQ\RQHLVWKLV
FOHDUVLJKWHGRUZLOOLQJ6RWKHPRGDOFRQWUDFWXDOLVWV·FODLPLVQRWMXVWLILHG%XW
K\EULGWKHRULVWV·LGHQWLILFDWLRQRIDFWXDOQRQDFFHSWDQFHDVJURXQGLQJDUHDVRQIRU
WKHUHMHFWLRQRIVRPHSULQFLSOHRUPRUDOFRQFHSWLRQFKDQJHVWKLV%HLQJPRWLYDWHG
WRILQGSULQFLSOHVDQGPRUDOFRQFHSWLRQVWKDWDUHEHVWVXSSRUWHGE\WKHUHDVRQVWKDW
WKHUHDUHFKDQJHVWKHUHDVRQVWKDWWKHUHDUHEHFDXVHLWVXEMHFWVRQHRIWKHJURXQGVRI
UHDVRQDEOHUHMHFWLRQWRSRVVLEOHFKDQJHLWVHOI$QGWKLVFDSWXUHVYHU\ZHOOZKDW
 
PRGDOFRQWUDFWXDOLVWVSUHVXPDEO\KDYHLQPLQGZKHQWKH\FODLPWKDWDUHDVRQDEOH
LQGLYLGXDOLVSUHSDUHGWRPRGLI\KHUFODLPVLQWKHOLJKWRIWKHUHDVRQWKDWVKHKDVWR
ILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHFRXOGUHDVRQDEO\EHH[SHFWHGWR
DFFHSW
7KHDUELWUDULQHVVSX]]OHDULVHVHYLGHQWO\ZKHQUHDVRQDEOHLQGLYLGXDOVJLYHVXFK
ZHLJKWWRWKHUHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQH
FRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSWWKDWWKH\DUHUHDG\WRDOWHUDQ\RIWKHLURWKHU
PRUDOFRPPLWPHQWVLQDQ\ZD\DWDOOLQRUGHUWRFRQIRUPWRWKDWUHDVRQ$
VROXWLRQWKHQPXVWSODXVLEO\UHFDVWWKHLQWHUDFWLRQEHWZHHQDUHDVRQDEOHSHUVRQ·V
FRPPLWPHQWWRFRQIRUPZLWKWKDWUHDVRQDQGKHURWKHUPRUDOFRPPLWPHQWV
7KHUHDUHWKUHHGHVLGHUDWD)LUVW³IRULWWREHDVROXWLRQWRWKHSX]]OHLQWKHILUVW
SODFH³WKHUHVXOWPXVWEHVXFKWKDWPHUHFRRUGLQDWLRQLVQRWQRUPDOO\VXIILFLHQWIRU
WKHK\EULGFRQWUDFWXDOLVWWHVWWRSURGXFHDGHWHUPLQDWHUHVXOWDMXVWPRUDO
FRQFHSWLRQPXVWEHGHWHUPLQHGDWOHDVWLQSDUWE\WKHFRQWHQWRILQGLYLGXDOV·PRUDO
FRPPLWPHQWVFRQVLGHUHGDSDUWIURPWKHLUFRPPLWPHQWWRFRQIRUPZLWKWKHUHDVRQ
WKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHFRXOGUHDVRQDEO\EH
H[SHFWHGWRDFFHSW,QGHHGWKHSRVVLELOLW\PXVWEHOHIWRSHQWKDWDWOHDVWLQ
SULQFLSOHQRPRUDOFRQFHSWLRQZRXOGEHMXVWLQVRPHFDVHVEHFDXVHQRPRUDO
FRQFHSWLRQFRXOGVHFXUHWKHDFWXDODFFHSWDQFHRIDOOUHDVRQDEOHSHRSOH6HFRQG
UHFDVWLQJWKHLQWHUDFWLRQEHWZHHQDUHDVRQDEOHSHUVRQ·VPRUDOFRPPLWPHQWVPXVW
LQYROYHJLYLQJVXIILFLHQWZHLJKWWRKHUFRPPLWPHQWWRWKHPRGDOFRQWUDFWXDOLVW
UHDVRQIRUKHUWREHFRXQWHGE\DK\EULGWKHRULVWDVUHDVRQDEOHLQWKHILUVWSODFH
6RPHRQHZKRDFNQRZOHGJHVWKDWUHDVRQEXWZKRLVQRWUHDG\WRPRGLI\FODLPV
GHULYLQJIURPKHURWKHUFRPPLWPHQWVDWDOOVXUHO\FDQQRWEHFRXQWHGUHDVRQDEOH,I
VKHZHUHWKHVROXWLRQWRWKHSX]]OHZRXOGFRPHDWWKHFRVWRIXQGHUPLQLQJWKH
K\EULGYLHZ·VDSSHDO)LQDOO\WKHUHFDVWLQJPXVWQHYHUWKHOHVVJLYHVXIILFLHQWZHLJKW
 
WRUHDVRQDEOHLQGLYLGXDOV·RWKHUPRUDOFRPPLWPHQWV,IDFNQRZOHGJPHQWRIWKH
EXUGHQVRIMXGJPHQWIRUFHVXVWRDFFHSWWKDWVRPHRQHPD\UHDVRQDEO\EHOLHYHWKDW
H[WUDHFFOHVLDPQXOODVDOXVWKHQRXUGHVFULSWLRQRIWKHLQWHUDFWLRQEHWZHHQWKDWEHOLHI
DQGKHUDFFHSWDQFHRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQPXVWRIIHUDSODXVLEOH
UHQGHULQJRIWKHLGHDWKDWVKHUHDOO\GRHVEHOLHYHWKDWH[WUDHFFOHVLDPQXOODVDOXVWKDWWKLV
LVDUHDOPRUDOFRPPLWPHQWIRUKHUUDWKHUWKDQDQDUELWUDU\VWDUWLQJSRLQWLQWKH
PRGDOFRQWUDFWXDOLVWQHJRWLDWLRQV,WLVLQVDWLVI\LQJWKLVODVWGHVLGHUDWXPWKDWWKH
GHVFULSWLRQ,KDYHEHHQJLYLQJWRGUDZRXWWKHSX]]OHLQWKHILUVWSODFHIDLOV
:KDWZHQHHGWKHQLVWRUHOD[WKHH[WHQWWRZKLFKJLYLQJDSSURSULDWHZHLJKWWR
WKHUHDVRQWKDWVKHKDVWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHFRXOG
UHDVRQDEO\EHH[SHFWHGWRDFFHSWPDNHVDUHDVRQDEOHSHUVRQUHDG\WRDEDQGRQKHU
RWKHUPRUDOFRPPLWPHQWV$K\EULGWKHRULVWPXVWEHPRGHVWLQKHUFODLPVDERXW
WKHZHLJKWRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQJLYLQJLWDEVROXWHZHLJKWSUHFOXGHV
WKHVDWLVIDFWLRQRIWKHILUVWDQGWKLUGGHVLGHUDWD%XWFDQVKHGRWKLV"&DQVKH
FRQVLVWHQWO\DIILUPWKDWLVWKDWZHKDYHUHDVRQWRILQGDQGFRPSO\ZLWKSULQFLSOHV
WKDWHYHU\RQHFRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSWDQGDWWKHVDPHWLPHWKDWWKLV
GRHVQRWKDYHDEVROXWHSULRULW\RYHUWKHUHDVRQWKDWZHWDNHRXUVHOYHVWRKDYHWR
FRPSO\ZLWKSULQFLSOHVWKDWRWKHUVFRXOGQRWUHDVRQDEO\EHH[SHFWHGWRDFFHSW",
WKLQNWKDWVKHFDQDQGWKDWVKHVKRXOG7KHUHYLVHG5DZOVLDQK\EULGYLHZLVEXLOWLQ
SDUWRQDUHFRJQLWLRQRIWKHEXUGHQVRIMXGJPHQWDUHFRJQLWLRQWKDWHDFKRIXVPD\
UHDVRQDEO\WDNHKHUVHOIWREHERXQGWRFRPSO\ZLWKPRUDOSULQFLSOHVWKDWRWKHUVPD\
UHDVRQDEO\UHMHFW,QWKHFRQWH[WRIWKDWUHFRJQLWLRQWKHIRUFHRIWKHK\EULG
WKHRULVW·VDVVHUWLRQWKDWZHDOOKDYHUHDVRQWRILQGDQGFRPSO\ZLWKSULQFLSOHVRU
PRUDOFRQFHSWLRQVWKDWHYHU\RQHFDQEHUHDVRQDEO\H[SHFWHGWRDFFHSWVXUHO\FDQQRW
EHWKDWLWZRXOGEHXQUHDVRQDEOHIRUXVWREHDQ\WKLQJRWKHUWKDQUHDG\WRGURS
HYHU\FRPPLWPHQWWKDWDQDSSUHFLDWLRQRIWKHEXUGHQVRIMXGJPHQWVKRZVWKDWZH
 
PD\UHDVRQDEO\KDYH%XWQRUFDQLWEHWKDWWKHUHLVDVSHFLILFGHJUHHE\ZKLFKZH
PXVWDOWHURXUYLHZVWREULQJWKHPPRUHLQWRKDUPRQ\ZLWKRWKHUV·,WLVSHUIHFWO\
SODXVLEOHWRVXSSRVHWKDWWZRSHRSOHZKRVHHWKHPRUDOODQGVFDSHLQLWLDOO\LQH[DFWO\
WKHVDPHZD\PLJKWLQUHFRJQLWLRQRIWKHUHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\
ZLWKSULQFLSOHVWKDWHYHU\RQHFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSWPRGLI\WKHLU
YLHZVLQGLIIHUHQWZD\VWRGLIIHUHQWGHJUHHVDQG\HWQHLWKHUEHFRPSO\LQJPRUHRU
OHVVWKDQWKHRWKHUZLWKWKHPRGDOFRQWUDFWXDOLVWUHDVRQ
5DWKHUWKHDVVHUWLRQWKDWZHDOOKDYHUHDVRQWRILQGDQGFRPSO\ZLWKSULQFLSOHV
RUPRUDOFRQFHSWLRQVWKDWHYHU\RQHFDQEHUHDVRQDEO\H[SHFWHGWRDFFHSWPXVW,
WKLQNEHUHDGDVDSOHDIRUXVWREHUHDG\WRUHFRQVLGHUDQGSHUKDSVPRGLI\³EXW
QRWVLPSO\LJQRUH³WKRVHFRPPLWPHQWV%HLQJUHDVRQDEOHLQWKLVVHQVHLV
DQDORJRXVWREHLQJUHDVRQDEOHLQWKHUHDOPRIDHVWKHWLFLQWHUSUHWDWLRQIRUH[DPSOH
LWLVEHLQJZLOOLQJWRUHFRQVLGHUZKDWRQHVHHVZLWKDYLHZWRDSSUHFLDWLQJRUWU\LQJ
WRDSSUHFLDWHZKDWRWKHUVVHHDQGSHUKDSVDGMXVWLQJRQH·VRZQLPSUHVVLRQVDVD
UHVXOW%XWWKHUHVXOWRIRXUUHFRQVLGHULQJRXUPRUDOFRPPLWPHQWVOLNHWKHUHVXOWRI
UHFRQVLGHULQJRXULQWHUSUHWDWLRQVRIPXVLFDQGSDLQWLQJVPD\EHWKDWZHGRQRW
DOWHUWKHPDWDOO$SHUVRQPD\UHDVRQDEO\FRQFOXGHWKDWWKDWVKHVLPSO\FDQQRW
FKDQJHKHUSRVLWLRQ
7KLVRIIHUVDVDWLVI\LQJLQWHUSUHWDWLRQRI1DJHO·VFRPPHQWWKDWWKHXQDQLPLW\KH
LVLQWHUHVWHGLQLVRQH´ZKLFKFRXOGEHDFKLHYHGDPRQJSHUVRQVLQPDQ\UHVSHFWVDV
WKH\DUHSURYLGHGWKH\ZHUHDOVRUHDVRQDEOHDQGFRPPLWWHGZLWKLQUHDVRQWR
PRGLI\LQJWKHLUFODLPVµ
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7KHSUREOHPIRU1DJHOLVWKDWVLQFHKHKDVLGHQWLILHG
DOUHDG\WKHFRQVLGHUDWLRQVZKLFKFRXQWLQIDYRXURISURSRVHGSULQFLSOHV³UHODWLYH
ZHOOEHLQJDQGDELOLW\WRSXUVXHRQH·VLQWHUHVWV³DQGFDQGHWHUPLQHIURPWKHVHWKH
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 (3S
 
FRQWHQWRIDMXVWPRUDOFRQFHSWLRQWKHXQDQLPLW\KHLVLQWHUHVWHGLVWKHXQDQLPLW\
RIDVRFLHW\LQZKLFKHYHU\RQHVHHVWKRVHVDPHFRQVLGHUDWLRQVDQGJLYHVWKHPWKH
VDPHZHLJKWDV1DJHOKLPVHOIGRHV7KHXQDQLPLW\WKHK\EULGWKHRULVWLVLQWHUHVWHG
LQLVE\FRQWUDVWQRWVRPHWKLQJWKDWFDQEHNQRZQLQDGYDQFHOLNHWKLV)RUWKH
H[WHQWWRZKLFKVRPHRQHZKRLVUHDG\WRUHFRQVLGHUDQGSHUKDSVPRGLI\KHUPRUDO
FRPPLWPHQWVLQDSSUHFLDWLRQRIWKHUHDVRQWKDWVKHKDVWRILQGDQGFRPSO\ZLWK
SULQFLSOHVWKDWHYHU\RQHFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSWDFWXDOO\GRHVPRGLI\
WKRVHFRPPLWPHQWVLQDSSUHFLDWLRQRIWKDWUHDVRQLVQRWVRPHWKLQJZHFDQNQRZ
ZLWKRXWILQGLQJRXWZKDWVKHDFWXDOO\GRHV7RUHSHDWWKHUHLVQRVSHFLILFDPRXQW
RIPRGLILFDWLRQZKLFKLVWKHDPRXQWWKDWLVUHDVRQDEOH6RZHUHDOO\DUHLQWHUHVWHG
LQDXQDQLPLW\RIUHDVRQDEOHSHRSOHUDWKHUWKDQLQHYHU\RQH·VFRPLQJWRVHHWKLQJV
DVZHGR
7KLVDOVRRIIHUVXVDVROXWLRQWRWKHDUELWUDULQHVVSX]]OH7KHFRQWHQWRID
K\EULGYLHZIRUDJLYHQVRFLHW\ZLOOQRWEHRSHQWRDUELWUDU\GHWHUPLQDWLRQLQWKH
VHQVHWKDWIDFWRUVEHVLGHVWKRVHSULYLOHJHGE\WKHYLHZLWVHOIUHDVRQDEOHQHVVWKH
UHDVRQDEO\GLIIHULQJPRUDOMXGJPHQWVRILQGLYLGXDOVZLOOGHWHUPLQHLW$
FRRUGLQDWLQJPHFKDQLVPPLJKWEHQHFHVVDU\WRVROYHLQIRUPDWLRQSUREOHPVEXWLW
ZLOOQRWQRZDOVREHWKHDUELWUDU\GHWHUPLQDQWRIZKLFKPRUDOFRQFHSWLRQLVMXVW
7KHYLHZZRUNVDVIROORZV7KHLQGLYLGXDOVZKRVHDFWXDOQRQDFFHSWDQFHLV
JURXQGVIRUUHDVRQDEOHUHMHFWLRQRIDPRUDOFRQFHSWLRQDUHWKRVHZKRDUH
UHDVRQDEOHLQWKHIROORZLQJVHQVHWKH\DUHUHDG\WRUHFRQVLGHUDQGSHUKDSVPRGLI\
WKHZD\WKH\VHHWKHPRUDOODQGVFDSHLQWKHOLJKWRIRWKHUV·GLIIHULQJMXGJPHQWV
DERXWLWDQGWKHUHDVRQWKDWWKH\WDNHWKHPVHOYHVWRKDYHWRILQGDQGFRPSO\ZLWK
SULQFLSOHVWKDWHYHU\RQHFRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSW,IVRPHPRUDO
FRQFHSWLRQFDQQRWJDLQWKHDFWXDODFFHSWDQFHRIHDFKSHUVRQZKRLVUHDVRQDEOHLQ
WKLVVHQVH³LILWLVQRWVXFKWKDWDIWHUUHFRQVLGHULQJDQGSHUKDSVPRGLI\LQJWKHLU
 
MXGJPHQWVDERXWWKHPRUDOODQGVFDSHHDFKSHUVRQLVZLOOLQJDFWXDOO\WRDFFHSWLW³
WKHQLWLVQRWUHDVRQDEOHWRH[SHFWHDFKSHUVRQWRDFFHSWLW:HKDYHKRZHYHUQR
ZD\RINQRZLQJLQDGYDQFHHYHQZKHQZHNQRZZKDWSHRSOH·VPRUDOFRPPLWPHQWV
DUHDSDUWIURPWKHLUUHFRJQLWLRQRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQZKLFKPRUDO
FRQFHSWLRQ³LIDQ\³ZLOOPHHWWKLVWHVW)RUKRZIDULWLVUHDVRQDEOHWRPRGLI\
RQH·VPRUDOFRPPLWPHQWVLQUHFRJQLWLRQRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQDQG
RWKHUV·UHDVRQDEO\GLIIHULQJFRPPLWPHQWVLVQRWVRPHWKLQJWKDWFDQEHNQRZQ
ZLWKRXWNQRZOHGJHRIKRZIDUDUHDVRQDEOHSHUVRQDFWXDOO\GRHVPRGLI\KHUPRUDO
FRPPLWPHQWVLQUHFRJQLWLRQRIWKHVHWKLQJV
,WLVWKLVIDFWZKLFKH[SODLQVKRZWKHK\EULGWKHRULVWFDQVLGHVWHSWKHSX]]OHRI
VFRSHUHFRQFLOLDWLRQ7KHSX]]OHZDVWKDWE\UHVWULFWLQJVFRSHWRWKRVHZKRWDNH
WKHPVHOYHVWRKDYHUHDVRQWRILQGDQGFRPSO\ZLWKDPRUDOFRQFHSWLRQWKDW
HYHU\RQHFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSWWKHK\EULGYLHZIRUJRHVDQ
LPSRUWDQWSDUWRIWKHDWWUDFWLRQRIDFWXDOFRQWUDFWXDOLVP)RUWKDWUHVWULFWLRQ
DSSHDUVWREHDWOHDVWLQWHQVLRQZLWKWKHXQGHUO\LQJPRWLYDWLRQIRUFDULQJDERXW
DFWXDODFFHSWDQFHLQWKHILUVWSODFHDSSUHFLDWLRQRIWKHEXUGHQVRIMXGJPHQW$V,
FODLPHGLQ&KDSWHULWPDNHVVHQVHIRUDFWXDOFRQWUDFWXDOLVWVWRUHVWULFWVFRSHLQ
ZD\VGLFWDWHGE\WKHPRWLYDWLRQIRUWKHLUDFWXDOFRQWUDFWXDOLVP%XWWKHIXUWKHU
UHVWULFWLRQWRWKRVHZKRWDNHWKHPVHOYHVWREHVXEMHFWWRWKHPRGDOFRQWUDFWXDOLVW
UHDVRQLVQRWZDUUDQWHGE\DQ\WKLQJLQKHUHQWLQWKHK\EULGYLHZ·VDFWXDO
FRQWUDFWXDOLVP$WEHVWVRPHWKLQJVHHPVWRJRPLVVLQJDWZRUVWWKHSRVVLELOLW\LV
UDLVHGWKDWWKHK\EULGYLHZLVLQWHUQDOO\LQFRQVLVWHQW
%XWWKHVROXWLRQWKDW,RIIHUHGWRWKHDUELWUDULQHVVSX]]OHVKRZVXVKRZZHFDQ
JHWDURXQGWKHSX]]OHRIVFRSHUHFRQFLOLDWLRQWRR7KHFUXFLDOHOHPHQWLQWKH
VROXWLRQWRWKHDUELWUDULQHVVSX]]OHLVSUHFLVHO\WKHIDFWWKDWDFFHSWDQFHRIWKHPRGDO
FRQWUDFWXDOLVWUHDVRQGRHVQRWGHWHUPLQHDQ\VSHFLILFGHJUHHWRZKLFKDUHDVRQDEOH
 
SHUVRQPD\UHDVRQDEO\EHH[SHFWHGWRPRGLI\KHURWKHUPRUDOFRPPLWPHQWVLQWKH
OLJKWRIWKHUHDVRQWKDWVKHKDVWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHFDQ
UHDVRQDEO\EHH[SHFWHGWRDFFHSW7KLVPHDQV³,UHSHDW³WKDWIRUDQ\JLYHQVRFLHW\
WKHPRUDOFRPPLWPHQWVRIDQ\SHUVRQZKRIXOILOVRQO\WKHFRQGLWLRQVVHWE\D
EXUGHQVRIMXGJPHQWEDVHGDFWXDOFRQWUDFWXDOLVWVSHFLILFDWLRQRIVFRSHFRXOGEHWKH
VDPHDVWKRVHWKDWVKHZRXOGDIILUPLIVKHIXOILOOHGDOVRWKHIXOOVHWRIFRQGLWLRQVVHW
E\WKHK\EULGYLHZ·VVSHFLILFDWLRQRIVFRSH³HYHQLIDVDPDWWHURIIDFWVKHGRHVQRW
IXOILOWKHIXUWKHUFRQGLWLRQRIDFFHSWDQFHRIWKHPRGDOFRQWUDFWXDOLVWUHDVRQZKLFK
WKRVHIXOOFRQGLWLRQVLQFOXGH1RZQRWHWKHIROORZLQJIHDWXUHRIWKHK\EULGYLHZ
WKDW,GLGQRWGZHOORQZKHQ,LQWURGXFHGLWLQ&KDSWHU$FFRUGLQJWRWKDWYLHZD
PRUDOFRQFHSWLRQLVMXVWLILWLVUHDVRQDEOHWRH[SHFWHDFKSHUVRQDFWXDOO\WRDFFHSWLW
,KDYHFRQFHQWUDWHGIRUWKHPRVWSDUWRQRQHDVSHFWRIWKLVIRUPXODWKDWLWLV
UHDVRQDEOHWRH[SHFWDUHDVRQDEOHSHUVRQWRDFFHSWDPRUDOFRQFHSWLRQMXVWLIVKHGRHV
DFWXDOO\DFFHSWLW%XWDVHFRQGDVSHFWLVWKDWLWLVUHDVRQDEOHWRH[SHFWDQ
XQUHDVRQDEOHSHUVRQWRDFFHSWDPRUDOFRQFHSWLRQQRWLIDOOUHDVRQDEOHSHRSOHDFFHSWLW
EXWUDWKHULIHYHU\RQHDFFHSWVLWRUZRXOGDFFHSWLWLIWKH\ZHUHUHDVRQDEOH:HNQRZWKDW
ZHRQO\KDYHUHDVRQWRFDUHDERXWLQGLYLGXDOV·DFWXDODFFHSWDQFHLQVRIDUDVWKH\DUH
UHDVRQDEOH:HGRQ·WWKDWLVKDYHUHDVRQWRFDUHDERXWWKHLUDFWXDOQRQDFFHSWDQFH
LQVRIDUDVLWLVXQUHDVRQDEOH%XWZHGRKDYHUHDVRQWRFDUHDERXWZKDWLQGLYLGXDOV
FRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSWZKLFKLVZKDWWKH\ZRXOGDFFHSWLIWKH\
ZHUHUHDVRQDEOHDQGDVLWQRZWXUQVRXWWKLVJLYHVXVUHDVRQWRFDUHDERXWWKHDFWXDO
DFFHSWDQFHRIHYHQWKRVHZKRDUHQ·WUHDVRQDEOH
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 7KLVEULQJVRXWWKHZD\LQZKLFK5DZOV·VPRGDOFRQWUDFWXDOLVPUXQVFRXQWHUWRWKHFRPPRQ
VXSSRVLWLRQWKDWIRU5DZOV´XQUHDVRQDEOHFLWL]HQVDUHULJKWIXOO\H[FOXGHGIURPWKHFRQVWLWXHQF\RI
 
UHDVRQDEO\EHH[SHFWHGWRDFFHSW³ZKDWWKH\ZRXOGDFFHSWLIWKH\ZHUH
UHDVRQDEOH³PLJKWEHMXVWZKDWWKH\DFWXDOO\DFFHSWDQ\ZD\
7RVHHWKLVPRUHFOHDUO\FRPSDUHDJDLQDPRUHVWUDLJKWIRUZDUGPRGDO
FRQWUDFWXDOLVPDFFRUGLQJWRZKLFKWKHDEVROXWHOHYHORIZHOOEHLQJRIWKHZRUVWRII
SHUVRQVD\LVZKDWJURXQGVWKHUHDVRQDEOHUHMHFWLRQDQGDFFHSWDQFHRISULQFLSOHV
(YHQVRPHRQHZKRLVXQUHDVRQDEOHLQWKHVHQVHWKDWVKHIDLOVWRUHFRJQLVHWKH
UHDVRQWKDWVKHKDVWRFRPSO\ZLWKSULQFLSOHVZKLFKPD[LPLVHWKHDEVROXWHOHYHORI
ZHOOEHLQJRIWKHZRUVWRIISHUVRQQHYHUWKHOHVVGRHVKDYHUHDVRQWRFRPSO\ZLWK
VXFKSULQFLSOHV6KHKDVUHDVRQWRGRZKDWVKHZRXOGGRLIVKHUHFRJQLVHGWKLV
UHDVRQ1RZVXSSRVHWKDWZKDWVKHZRXOGGRLIVKHUHFRJQLVHGWKLVUHDVRQSDUWLDOO\
GHWHUPLQHGWKHFRQWHQWRIZKDWVKHZRXOGKDYHUHDVRQWRGRHYHQLIVKHGLGQRW
UHFRJQLVHLW6XSSRVHWKDWLVWKDWUDWKHUWKDQHQWDLOLQJFRPSOLDQFHZLWKPD[LPLQ
SULQFLSOHVUHFRJQLVLQJWKHUHDVRQWKDWZHKDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHV
WKDWHYHU\RQHFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSWHQWDLOHGFRPSOLDQFHZLWK
SULQFLSOHVWKDWZHUHSDUWLDOO\GHWHUPLQHGE\DFRPELQDWLRQRIZKDWHYHU\RQHDFWXDOO\
ZRXOGDFFHSWLQGHSHQGHQWO\RIWKHPRGDOFRQWUDFWXDOLVWUHDVRQDQGWKHLUDFFHSWDQFH
RIWKDWUHDVRQLWVHOI7KLVRIFRXUVHLVZKDWWKHK\EULGYLHZVD\V$JDLQZHZRXOG
KDYHWRDVNZKDWHYHU\RQH³HYHQXQUHDVRQDEOHSHRSOH³ZRXOGDFFHSWLQVRIDUDV
WKH\ZHUHUHDVRQDEOH%XWWKHVROXWLRQWRWKHSX]]OHIRUK\EULGWKHRULVWVVKRZHGXV
WKDWZKDWXQUHDVRQDEOHSHRSOHZRXOGDFFHSWLIDQGLQVRIDUDVWKH\ZHUHUHDVRQDEOH
PLJKWEHQRGLIIHUHQWIURPZKDWWKH\DFWXDOO\GRDFFHSW6RDOWKRXJKXQUHDVRQDEOH
DFWXDOUHMHFWLRQVLQVRIDUDVWKH\DUHXQUHDVRQDEOHDUHWREHH[FOXGHGIURPWKH
GHWHUPLQDWLRQRIMXVWPRUDOFRQFHSWLRQVWKDWGRHVQ·WLQIDFWJLYHXVUHDVRQWR

SXEOLFMXVWLILFDWLRQµ-RQDWKDQ4XRQJ´7KH5LJKWVRI8QUHDVRQDEOH&LWL]HQVµSFI(ULQ.HOO\
DQG/LRQHO0F3KHUVRQ´2Q7ROHUDWLQJWKH8QUHDVRQDEOHµ
 
LJQRUHDVDEDVLVIRUUHDVRQDEOHUHMHFWLRQWKHDFWXDOQRQDFFHSWDQFHRI
XQUHDVRQDEOHSHRSOH7KHLUDFFHSWDQFHPXVWEHVRXJKWDVZHOORQO\WKHQFDQZHEH
VXUHWKDWDPRUDOFRQFHSWLRQUHDOO\GRHVPHHWWKHK\EULGWKHRULVW·VFRQWUDFWXDOLVW
WHVW6RZHDYRLGWKHZRUU\WKDWZHDUHLJQRULQJWKRVHZKRPRXUDFWXDO
FRQWUDFWXDOLVWPRWLYDWLRQVJLYHXVUHDVRQQRWWRLJQRUH
7KHKHDUWRIWKHK\EULGWKHRU\DQGLWVFRQWUDVWZLWKVWUDLJKWIRUZDUGPRGDO
FRQWUDFWXDOLVPUHPDLQLQWDFWLQWKLVSLFWXUH+\EULGWKHRULVWVWKLQNWKDWZKDWLVMXVW
LVZKDWHYHU\RQHFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSW%XWWKH\DOVRKDYHWKH
DFWXDOFRQWUDFWXDOLVWLQWXLWLRQWKDWDPRUDOFRQFHSWLRQ·VFRQIOLFWZLWKDSHUVRQ·VDOO
WKLQJVFRQVLGHUHGPRUDOFRPPLWPHQWVLVJURXQGVIRUWKHFRQFOXVLRQWKDWVKH
FDQQRWUHDVRQDEO\EHH[SHFWHGWRDFFHSWLW7KHGLIILFXOW\KDVEHHQWKDWDK\EULG
WKHRULVW·VFRPPLWPHQWWRWKHUHDVRQWKH¶PRGDOFRQWUDFWXDOLVWUHDVRQ·WKDWZHDOO
KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHYHU\RQHFDQUHDVRQDEO\EHH[SHFWHG
WRDFFHSWLPSOLHVWKDWQRWHYHU\RQH·VQRQDFFHSWDQFHRIVRPHPRUDOFRQFHSWLRQRQ
JURXQGVRILWVFRQIOLFWZLWKKHUDOOWKLQJVFRQVLGHUHGPRUDOFRPPLWPHQWVLVJURXQGV
IRUVD\LQJWKDWVKHFDQQRWUHDVRQDEO\EHH[SHFWHGWRDFFHSWLW6RZHKDYHKDGWR
ZRUNRXWZKDWWRVD\DERXWSHRSOHZKRGRQ·WDFFHSWWKHPRGDOFRQWUDFWXDOLVW
UHDVRQWKHZRUU\ZDVWKDWRXUFRQFOXVLRQVZRXOGVKRZWKDWWKHK\EULGYLHZLVQRW
DIWHUDOODFWXDOFRQWUDFWXDOLVWLQDQ\ZD\
%XWWKHZRUU\ZDVDVVXDJHG,GHQWLILFDWLRQRIDFWXDOQRQDFFHSWDQFHDVWKHRQO\
JURXQGVIRUUHDVRQDEOHUHMHFWLRQVDIHJXDUGVWKLVYLHZ·VDFWXDOFRQWUDFWXDOLVP
5HTXLULQJWKDWLWEHWKDWRIUHDVRQDEOHSHRSOHRUXQUHDVRQDEOHSHRSOHLIWKH\ZHUH
UHDVRQDEOHGRHVQRWMHRSDUGLVHLWIRUWZRUHDVRQV)LUVWEHFDXVHXQOLNHRQD
VWUDLJKWIRUZDUGPRGDOFRQWUDFWXDOLVWYLHZQRRWKHUJURXQGVIRUWKHUHDVRQDEOH
UHMHFWLRQRIDSURSRVHGPRUDOFRQFHSWLRQDUHVSHFLILHG³VXFKDVWKHUHODWLYHOHYHOV
RIZHOOEHLQJRIWKHOHDVWZHOORIIIRUH[DPSOH³WKHUHVWULFWLRQWRWKRVHZKRDUH
 
UHDVRQDEOHGRHVQRWPDNHWKHDFFHSWDQFHFRQGLWLRQDPHUHSUR[\IRUVXFKRWKHU
JURXQGV$QGVHFRQGEHFDXVHWKHLQGHWHUPLQDWHQDWXUHRIWKHGLIIHUHQFHWKDWEHLQJ
UHDVRQDEOHPDNHVWRDSHUVRQ·VDOOWKLQJVFRQVLGHUHGPRUDOFRPPLWPHQWVPHDQV
WKDWZHFDQQRWVD\RIDQ\XQUHDVRQDEOHSHUVRQWKDWVKHZRXOGLIVKHZHUH
UHDVRQDEOHDFFHSWDPRUDOFRQFHSWLRQWKDWVKHDFWXDOO\GRHVQRWDFFHSWQRRQHLV
H[FOXGHGIURPWKHVFRSHRIWKRVHZKRVHDFFHSWDQFHLVQHFHVVDU\IRUWKHMXVWLFHRID
SURSRVHGPRUDOFRQFHSWLRQ7KHK\EULGYLHZUHDOO\GRHVFRPELQHWKHDWWUDFWLRQVRI
ERWKPRGDODQGDFWXDOFRQWUDFWXDOLVP


 7KHK\EULGYLHZDQGDFFHSWDQFH
%HIRUHZHWXUQWR&KDSWHUDQGWKHWDVNRIFRQQHFWLQJWKHK\EULGIUDPHZRUNZLWK
5DZOV·VHODERUDWLRQRIMXVWLFHDVIDLUQHVVDVDSROLWLFDOFRQFHSWLRQLWUHPDLQVIRUXV
WRFRQVLGHUH[DFWO\KRZWKHK\EULGYLHZVSHFLILHVWKHYDULDEOHRIDFFHSWDQFHVHH
&KDSWHUVHFWLRQ(YLGHQWO\WKHVDOLHQWIDFWDERXWDFWXDODFFHSWDQFHIRUWKH
EXUGHQVRIMXGJPHQWEDVHGUHYLVHG5DZOVLDQK\EULGYLHZLVWKDWLWLQGLFDWHV
FRQJUXHQFHEHWZHHQDQLQGLYLGXDO·VPRUDORXWORRNDQGWKHPRUDOFRQFHSWLRQEHLQJ
SURSRVHGVLQFHWKHPRUDOFRQFHSWLRQEHLQJSURSRVHGLVHODERUDWHGIURPEDVLF
HOHPHQWVVKDUHGE\DOO6RWKHK\EULGWKHRULVW·VDVVLJQPHQWRIWKHYDULDEOHRI
DFFHSWDQFHVKRXOGUHIOHFWWKLV%XWWUDGLWLRQDOFRQVWUXDOVRIDFWXDODFFHSWDQFH³LQ
WHUPVRIFRQVHQWIRUH[DPSOH³ZRQ·WGRWKDW(YHQRQFHZHKDYHFRQVWUDLQHG
FRQVHQWVRWKDWLWLVIUHHLQIRUPHGFRQVLGHUHGDQGVRRQ³DVHYHQWUDGLWLRQDO
DFWXDOFRQWUDFWXDOLVWVPD\SODXVLEO\EHVDLGRUPRGLILHGWRGR³WKHUHZLOOUHPDLQWKH
SRVVLELOLW\WKDWDSHUVRQPLJKWFRQVHQWWRVRPHWKLQJZKLFKFRQIOLFWVZLWKKHURZQ
PRUDOYLHZV,IVKHZHUHLQDYHU\ZHDNEDUJDLQLQJSRVLWLRQIRUH[DPSOHLWPLJKW
 
PDNHVHQVHIRUKHUWRFRQVHQWDVVXPLQJWKDWVKHXQGHUVWRRGFRQVHQWWREH
QHFHVVDU\IRUWKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQWRDPRUDOFRQFHSWLRQWKDW
WUHDWHGKHURURWKHUVLQDZD\LQFRQVLVWHQWZLWKKHURZQPRUDOYLHZV%XWWKLV
ZRXOGQRWEHDFDVHLQZKLFKWKH5DZOVLDQK\EULGYLHZZRXOGVD\WKDWWKHPRUDO
FRQFHSWLRQWKDWVKHFRQVHQWHGWRKDGEHHQMXVWLILHGWRKHU
6RZHVD\LQVWHDGWKDWWKHK\EULGYLHZ·VFRQVWUXDORIZKDWLWPHDQVIRUVRPHRQH
WRDFFHSWDPRUDOFRQFHSWLRQVKRXOGEHVRPHWKLQJDORQJWKHIROORZLQJOLQHVWKDW
VKHHQGRUVHVDFRPSUHKHQVLYHPRUDOFRQFHSWLRQZKLFKLQFOXGHVRUVXSSRUWVWKH
JURXQGVHPSOR\HGLQWKHHODERUDWLRQRIWKDWPRUDOFRQFHSWLRQ%XWWZRFRQFHUQV
WKDWVRPHRQHPLJKWKDYHDERXWWKLVDUHDVIROORZV)LUVWVKHPLJKWVXVSHFWWKDW
WKLVFRQVWUXDORIDFFHSWDQFHXQGHUPLQHVWKHDFWXDOFRQWUDFWXDOLVPRIWKHWKHRU\WKDW
HPSOR\VLWUDWKHUDVFRQVWUXLQJDFFHSWDQFHDVVRPHWKLQJOLNH¶FRQVHQWWRWKHWUXWK·
ZRXOG6HFRQGHYHQLIVKHFRQFHGHGWKDWWKLVFRQVWUXDORIDFWXDODFFHSWDQFHZDV
LQGHHGDFWXDOFRQWUDFWXDOLVWVKHPLJKWQHYHUWKHOHVVGHQ\WKDWLWFRXOGEHWKH
IRXQGDWLRQRIDSODXVLEOHDFWXDOFRQWUDFWXDOLVWYLHZ6KHPLJKWGHQ\WKDWLVWKDW
WKHUHLVDQ\UHDVRQWRDSSHDOWRDFWXDODFFHSWDQFHLQWKLVVHQVHDVRSSRVHGWR
LQIRUPHGFRQVHQWIRUH[DPSOHWRMXVWLI\WKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQ
7RVRPHH[WHQW,KDYHDOUHDG\ODLGRXWWKHPDWHULDOVIRUUHSOLHVWRWKHVHWZR
FRQFHUQVLQ&KDSWHUVHFWLRQDQGLQVHFWLRQRIWKHSUHVHQWFKDSWHU
UHVSHFWLYHO\EXWLWLVZRUWKSXOOLQJWKHPWRJHWKHUKHUHLQRUGHUWRPDNHWKHUHSOLHV
FOHDU7REHJLQZLWKWKHILUVW$VZHVDZLQ&KDSWHUDFWXDOFRQWUDFWXDOLVWWKHRULHV
DUHOHJLWLPDF\YLHZVZKLFKLVWRVD\WKDWWKH\PDNHWKHMXVWLFHRIDPRUDO
FRQFHSWLRQFRQGLWLRQDOXSRQLWVUHIOHFWLQJIDFWVDERXWWKHSDUWLFXODUGLVWLQFW
LQGLYLGXDOVWKDWWKHVRFLHW\LQTXHVWLRQLVFRPSRVHGRI7KHIDFWDERXWHDFK
LQGLYLGXDOWKDWDFWXDOFRQWUDFWXDOLVWVWDNHWREHLPSRUWDQWLVWKHIDFWRIWKHLUDFWXDO
DFFHSWDQFH7KH\GRWKLVEHFDXVHWKH\VXSSRVHWKDWLWLVSODXVLEOHWRLQYRNHWKHIDFW
 
RIDQLQGLYLGXDO·VDFWXDODFFHSWDQFHLQMXVWLI\LQJWKHLPSRVLWLRQRIWKHPRUDO
FRQFHSWLRQWRKHUDQGWKH\VHHNWRMXVWLI\WKHLPSRVLWLRQRIWKHPRUDOFRQFHSWLRQ
WRHDFKSHUVRQLQGLYLGXDOO\
1RZDSSHDOLQJWRLQGLYLGXDOV·FRQVHQWWRWKHFRHUFLYHLPSRVLWLRQRIDPRUDO
FRQFHSWLRQZRXOGKDYHWKHREYLRXVDGYDQWDJHDVDFRQVWUXDORIDFWXDODFFHSWDQFH
RIGUDZLQJRQRXUHYHU\GD\SUDFWLFHRIWDNLQJRQREOLJDWLRQVE\FRQVHQWLQJWRWKHP
%XWWKDWGRHVQ·WVKRZWKDWFRQVHQWLQVRPHIRUPLVWKHRQO\SODXVLEOHFRQVWUXDORI
DFWXDODFFHSWDQFHLQDQDFWXDOFRQWUDFWXDOLVWWKHRU\$V,VXJJHVWHGWKHHVVHQWLDO
SRLQWIURPDVWUXFWXUDOSRLQWRIYLHZLVWKDWZKDWLVLQYRNHGDVMXVWLILFDWLRQWR
VRPHRQHIRUWKHLPSRVLWLRQRIQRUPVXSRQKHULVDQH[HUFLVHRIKHUDJHQF\
:LWKRXWWKDWDFWXDOFRQWUDFWXDOLVPFHDVHVWREHGLVWLQFWHLWKHUIURPOHJLWLPDF\YLHZV
PRUHJHQHUDOO\RUHOVHIURPUHJXODWLYHFRQFHSWLRQYLHZV)RULQWKDWFDVHLWV
MXVWLILFDWLRQWDNHVWKHIRUPRIDQDSSHDOHLWKHUVLPSO\WRZKRWKHLQGLYLGXDOLVRUHOVH
WRWKHZD\WKHPRUDOZRUOGLV7KLVLVZKDWZRXOGEHWKHSUREOHPUHVSHFWLYHO\
ZLWKFRQVWUXLQJDFWXDODFFHSWDQFHLQWHUPVRIPHPEHUVKLSRIVXFKDQGVXFKD
IDPLO\IRUH[DPSOHDQGZLWKFRQVWUXLQJLWLQWHUPVRIFRQVHQWWRWKHWUXWK7KH
HVVHQWLDOSRLQWFDQEHUHVSHFWHGKRZHYHUZLWKRXWFRQVWUXLQJDFWXDODFFHSWDQFHLQ
WHUPVRIFRQVHQW$QGWKLVLVZKDWFRQVWUXLQJDFWXDODFFHSWDQFHLQWHUPVRI
HQGRUVHPHQWRIDVHWRIPRUDOMXGJPHQWVGRHV$SSHDOLQJWRDSHUVRQ·V
HQGRUVHPHQWRIWKHVHPRUDOMXGJPHQWVFRQVWLWXWHVDQDSSHDOWRZKDWFDQEH
FRQFHLYHGDVDQH[HUFLVHRIKHUPRUDOHSLVWHPLFDJHQF\VKHHQGRUVHVWKHPVKHMXGJHV
WKHPWREHWUXH7KHLGHDRIWKHEXUGHQVRIMXGJPHQWHQFRXUDJHVWKLVFRQFHSWLRQ
RIXVDVPRUDOHSLVWHPLFDJHQWV
7KHTXHVWLRQWKHQLVLVWKLVVRPHWKLQJWKDWFDQEHSODXVLEO\DSSHDOHGWRLQRUGHU
WRMXVWLI\WRVRPHRQHWKHLPSRVLWLRQRIDJLYHQPRUDOFRQFHSWLRQ"3DUWRIWKH
ZRUU\KHUHLVDVVXDJHGVLPSO\E\SRLQWLQJRXWWKDWDSHUVRQ·VHQGRUVHPHQWRI
 
SULQFLSOHVDQGYDOXHVLVEHFDXVHRIWKHQRUPDWLYHQDWXUHRIWKHVHWKLQJVHQGRUVHPHQW
RIWKHLULPSOHPHQWDWLRQ,IVRPHRQHHQGRUVHVDVHWRISULQFLSOHVDQGYDOXHVZLWK
WKHLUQRUPDWLYHLPSOLFDWLRQVZKLFKLQFOXGHVRPHWLPHVWKHOHJLWLPDF\RIFRHUFLRQLQ
DFFRUGDQFHZLWKRWKHUSULQFLSOHVLQWKHVHWWKHQVKHMXVWGRHVHQGRUVHWKH
QRUPDWLYHLPSOLFDWLRQV7KLVLVVLPSO\ZKDWLVLQYROYHGLQHQGRUVLQJWKHSULQFLSOHV
DQGYDOXHV
 


%XWDPRUHFKDOOHQJLQJZRUU\LVWKDWDSHUVRQ·VHQGRUVHPHQWRIDVHWRI
SULQFLSOHVDQGYDOXHVZRQ·WVWDQGDVJURXQGVIRUWKHMXVWLILFDWLRQRIWKHLPSRVLWLRQ
RIDPRUDOFRQFHSWLRQWKDWFDQEHHODERUDWHGIURPWKHPLQWKHZD\WKDWKHU
HQGRUVHPHQWRIWKHPRUDOFRQFHSWLRQLWVHOIZRXOGEHFDXVHVKHGRHVQ·WDFWXDOO\
HQGRUVHWKHPRUDOFRQFHSWLRQLWVHOIHYHQLIVKHZRXOGZHUHVKHWRWKLQNDERXWLW
FDUHIXOO\VD\7KLVLVPRUHFKDOOHQJLQJEHFDXVHLWFDOOVLQWRTXHVWLRQDIWHUDOOWKH
DFWXDOFRQWUDFWXDOLVWQDWXUHRIWKHK\EULGYLHZDVIROORZV,ILW·VQRWWKHFDVHWKDWD
SHUVRQFDOOKHU6DFWXDOO\HQGRUVHVLQVRPHVHQVHDQ\WKLQJWKDWFDQEHHODERUDWHG
LQDZD\WKDWIROORZVIURPKHUFRQFHSWLRQRIWKHSULQFLSOHVDQGYDOXHVWKDWVKH
DFWXDOO\HQGRUVHVFDOOWKHVH39WKHQZHVHHPWREHSUHVHQWHGZLWKWKHIROORZLQJ
GLOHPPD(LWKHUDZHMXVWLI\WKHLPSRVLWLRQRQ6RIDPRUDOFRQFHSWLRQFDOOWKLV
0&ZKLFKLVHODERUDWHGLQDZD\WKDWIROORZVIURPKHUFRQFHSWLRQRI39E\DSSHDO
WRWKHIDFWRIKHUHQGRUVHPHQWRI39HYHQWKRXJK39LVQRW0&RUEZHMXVWLI\
WKHLPSRVLWLRQRQ6RI0&E\DSSHDOWRWKHIDFWWKDWVKHZRXOGKDYHWRHQGRUVH0&
LIVKHFRQVLGHUHGWKHPDWWHUJLYHQWKDW0&IROORZVIURP397KHWURXEOHZLWKD
LVWKDWLWDSSHDUVOHVVSODXVLEOHWKDQEWKHWURXEOHZLWKELVWKDWLW·VQRWREYLRXVO\




 ,GRQRWDVVXPHLQVD\LQJWKLVWKDWVRPHIRUPRIPRWLYDWLRQDOLQWHUQDOLVPLVWUXH(QGRUVLQJD
SULQFLSOHLVHQGRUVLQJLWVQRUPDWLYHLPSOLFDWLRQVEXWWKDWGRHVQRWHQWDLOEHLQJPRWLYDWHGWRFRPSO\
ZLWKLW,WHQWDLOVHQGRUVHPHQWRIWKHSURSRVLWLRQWKDWRQHRXJKWWRFRPSO\ZLWKLW
 
DMXVWLILFDWLRQZKLFKDSSHDOVWRDQ\WKLQJFRQVWUXDEOHDVDFWXDODFFHSWDQFH³LW
GRHVQ·WVHHPWKDWLVWRDSSHDOWRDQ\DFWXDOH[HUFLVHRI6·VDJHQF\)RU6PD\QHYHU
KDYHFRQVLGHUHGWKHPDWWHU,WZRXOGPDNHRXUWKHRU\WRRGHPDQGLQJWRVXSSRVH
WKDWMXVWLFHFDQQRWEHDFKLHYHGXQWLOZHEULQJHDFKSHUVRQWRFRQVLGHUZKHWKHUWKH\
HQGRUVHDVSDUWRIWKHLUPRUDORXWORRNWKHPRUDOFRQFHSWLRQWKDWZHZDQWWR
LPSRVH
+RZHYHUWKHUHLVLQIDFWQRGLOHPPDKHUH,QDSSHDOLQJWRWKHIDFWWKDW6ZRXOG
KDYHWRHQGRUVH0&LIVKHFRQVLGHUHGWKHPDWWHUJLYHQWKDW0&IROORZVIURP39
ZHDUHDSSHDOLQJWRWKHIDFWRIKHUDFWXDODFFHSWDQFH³RI39*LYHQWKDW6PLJKW
UHDVRQDEO\QRWDFFHSW39RXUMXVWLILFDWLRQRIWKHLPSRVLWLRQRI0&PXVWDSSHDOWR
KHUDFWXDODFFHSWDQFHRI39LQRUGHUWRZRUN7KLVZDVWKHSRLQWWKDWIROORZHG
IURPWKHEXUGHQVRIMXGJPHQWUHFDOOWKHH[DPSOHRIWKHEX\HUVIRUWKHDUW
PXVHXP$V,HPSKDVLVHGDERYHWKHHVVHQWLDOIHDWXUHRIDFWXDOFRQWUDFWXDOLVPLV
WKDWMXVWLILFDWLRQRIWKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQRQVRPHRQHDSSHDOVWRDQ
H[HUFLVHRIKHUDJHQF\7KDWLVZKDWGHWHUPLQHVZKHWKHURUQRWLWLVDFWXDO
FRQWUDFWXDOLVW:KHWKHUWKHYLHZLVSODXVLEOHRUQRWLVDGLIIHUHQWTXHVWLRQDQGWKDW
GHSHQGVRQKRZSODXVLEOHWKHSDUWLFXODUDSSHDOWKDWZHPDNHWRWKHSDUWLFXODU
H[HUFLVHRIDSHUVRQ·VDJHQF\LV0\FODLPLVWKDWLWLVSODXVLEOHWRDSSHDOWRWKH
DFWXDOH[HUFLVHRI6·VDJHQF\WKDWLVLQYROYHGLQKHUHQGRUVHPHQWRI39ZLWKLWV
LQWHUQDOFRQQHFWLRQWR0&WRMXVWLI\WKHLPSRVLWLRQRI0&RQ67KLVLVQRWDIDU
IHWFKHGFODLP,QDGLIIHUHQWFRQWH[W5RQDOG'ZRUNLQFODLPVWKDW

>L@IDGRFWRUILQGVDPDQXQFRQVFLRXVDQGEOHHGLQJIRUH[DPSOHLWPLJKWEH
LPSRUWDQWIRUKLPWRDVNZKHWKHUWKHPDQZRXOGFRQVHQWWRDWUDQVIXVLRQLIKH
ZHUHFRQVFLRXV,IWKHUHLVHYHU\UHDVRQWRWKLQNWKDWKHZRXOGWKDWIDFWLV
LPSRUWDQWLQMXVWLI\LQJWKHWUDQVIXVLRQLIWKHSDWLHQWODWHU«FRQGHPQVWKHGRFWRU
 
IRUKDYLQJSURFHHGHG«>7@KHSDWLHQW·VK\SRWKHWLFDODJUHHPHQWVKRZVWKDWKLV
ZLOOZDVLQFOLQHGWRZDUGWKHGHFLVLRQDWWKHWLPHDQGLQWKHFLUFXPVWDQFHVWKDW
WKHGHFLVLRQZDVWDNHQ+HKDVORVWQRWKLQJE\QRWEHLQJFRQVXOWHGDWWKH
DSSURSULDWHWLPHEHFDXVHKHZRXOGKDYHFRQVHQWHGLIKHKDGEHHQ
 

	

1RZ'ZRUNLQLVULJKWDERXWWKHSODXVLELOLW\RIWKHMXVWLILFDWLRQEXWPLVWDNHQWR
VXSSRVHWKDWWKHNH\SRLQWLVWKHSDWLHQW·VK\SRWKHWLFDODJUHHPHQW:KRNQRZV
ZKDWKHZRXOGKDYHDJUHHGWRKDGKHEHHQFRQVFLRXV"3HUKDSVKHLVDKLJKO\
LUUDWLRQDOPDQ3HUKDSVKHZRXOGKDYHWDNHQDYLROHQWGLVOLNHWRWKHGRFWRU
3HUKDSVWKHEOHHGLQJZRXOGKDYHXQGHUPLQHGKLVDELOLW\WRWKLQNVWUDLJKW:KDW·V
UHDOO\XQGHUO\LQJ'ZRUNLQ·VUHDVRQLQJLVWKHLGHDWKDWWKHSDWLHQW·VDFWXDODFFHSWDQFHRI
DFHUWDLQRXWORRN´KLVZLOOZDVLQFOLQHGWRZDUGWKHGHFLVLRQµFDQSODXVLEO\EH
DSSHDOHGWRLQMXVWLI\LQJDFWLQJLQDFFRUGDQFHZLWKSULQFLSOHVWKDWIROORZIURPWKDW
RXWORRN$QGWKLVLVSUHFLVHO\P\FODLPDOVR
6RPHRQHPLJKWREMHFWWRWKLVDVIROORZV6FRXOGLQUHVSRQVHWRWKHDWWHPSWHG
MXVWLILFDWLRQRI0&E\DSSHDOWRKHUDFFHSWDQFHRI39FODLP´EXW,QHYHUDFFHSWHG
DQGGRQ·WDFFHSW0&µ6LQFHWKLVFRXOGEHWUXHDQGWKHIDLOXUHWRDFFHSW0&QRW
LUUDWLRQDOLW·VQRWLUUDWLRQDOIRUH[DPSOHQRWWRFRQVLGHUHYHU\LPSOLFDWLRQRIWKH
SULQFLSOHVDQGYDOXHVWKDWRQHDIILUPVVXUHO\LW·VWKHFDVHWKDWZHFDQ·WVLPSO\JR
DKHDGDQGLPSRVH0&DQ\ZD\FODLPLQJWREHMXVWLILHGRQDFWXDOFRQWUDFWXDOLVW
JURXQGV"
7KLVVHHPVULJKW%XWLWGRHVQ·WXQGHUPLQHWKHSODXVLELOLW\RIDQDSSHDOWR6·V
DFFHSWDQFHRI39LI6KDVQ·WFODLPHGWKDWVKHGRHVQ·WDFFHSW0&,IVKHQHYHU
FRQVLGHUVWKHTXHVWLRQIRUH[DPSOH$QGLWGRHVQ·WDOWHUWKHIDFWWKDWWKDWDSSHDOLV




 'ZRUNLQ´7KH2ULJLQDO3RVLWLRQµS
 
DQDSSHDOWR6·VDFWXDODFFHSWDQFHDQGWKHUHIRUHSDUWRIDQDFWXDOFRQWUDFWXDOLVWVWUDWHJ\
RIMXVWLILFDWLRQ,WXQGHUPLQHVWKHSODXVLELOLW\RIWKHDSSHDOWR6·VDFFHSWDQFHRI39
RQO\LQWKHFDVHZKHUH6GRHVRIIHUWKHQRQDFFHSWDQFHFODLP
,QWKLVODWWHUFDVHPHDQZKLOHLWLVQRWFOHDUKRZZHVKRXOGSURFHHG,W·VQRW
REYLRXVWKDWWKHDFWXDOFRQWUDFWXDOLVWMXVWLILFDWLRQWKDWDSSHDOVWR6·VDFFHSWDQFHRI
39KDVEHHQVKRZQWREHDOWRJHWKHULPSODXVLEOH$IWHUDOO6GRHVH[K\SRWKHVL
DFFHSW39DQGDOORWKHUWKLQJVEHLQJHTXDOLWLVSODXVLEOHWRDSSHDOWRKHUDFFHSWDQFH
RI39LQMXVWLI\LQJWKHLPSRVLWLRQRIDPRUDOFRQFHSWLRQZKLFKIROORZVIURPLW7KH
SUREOHPLVWKDWLW·VDOVRWKHFDVHWKDWVKHUHMHFWV0&DQGWKLVVHHPVWRXQGHUPLQH
WKHSODXVLELOLW\RIWKH39EDVHGMXVWLILFDWLRQ
7KHQRUPVRIUDWLRQDOLW\DSSO\WR6KRZHYHUDQGVRLI0&UHDOO\GRHVIROORZ
IURP39WKHRQXVLVXSRQ6HLWKHUWRDIILUP0&LQWKHOLJKWRIKHUDFFHSWDQFHRI
39RUHOVHWRUHFRQVLGHU39JLYHQKHUUHMHFWLRQRI0&7KHEXUGHQVRIMXGJPHQW
VKRZXVKRZLWFDQEHUHDVRQDEOHWRGLIIHUIURPRWKHUVLQRQH·VMXGJPHQWVDERXW
WKHPRUDOODQGVFDSHEXWWKH\GRQRWH[FXVHLQFRQVLVWHQF\7KHUHLVKRZHYHUQR
FOHDUUHDVRQWRVXSSRVHWKDW6RXJKWWRWDNHRQHUDWKHUWKDQWKHRWKHURIWKHVHWZR
URXWHV3HUKDSV0&LQFOXGHVSULQFLSOHVZKLFKDSSHDUWRKHUVRSODLQO\ZURQJWKDW
WKHWKLQNVVKHPXVWUHYLVHKHUDFFHSWDQFHRI392QWKHRWKHUKDQGVKHPLJKWLQ
DSSUHFLDWLRQRIWKHIDFWWKDW0&IROORZVIURP39GHFLGHWKDWKHUUHMHFWLRQRI0&
ZDVDPLVWDNH6RWKHUHLVQRFOHDUUHDVRQWRVXSSRVHWKDWZHRXJKWWRSULYLOHJHKHU
HQGRUVHPHQWRI39RYHUKHUUHMHFWLRQRI0&RUYLFHYHUVDLQWKLQNLQJDERXWWKH
MXVWLILFDWLRQRIWKHLPSRVLWLRQRI0&:HDUHLQDSRVLWLRQDQDORJRXVWRWKDWRIWKH
FKLOGUHQRIDPDQZKRGD\VEHIRUHKLVGHDWKEXWOXFLGDQGDSSDUHQWO\UDWLRQDO
YHUEDOO\GLVLQKHULWVRQHRIWKHP³IRUUHDVRQVZKLFKGDWHEDFNGHFDGHV³EXWZKR
WKHFKLOGUHQGLVFRYHUVKRUWO\DIWHUKLVGHDWKDUHFHQWO\PDGHZLOOZKLFKGLYLGHVKLV
HVWDWHHTXDOO\DPRQJDOORIWKHP7KHOHJDOTXHVWLRQKHUHPD\KDYHDFOHDUDQVZHU
 
EXWWKHPRUDORQHVXUHO\GRHVQRWMXVWLILFDWLRQRIHLWKHUDQHTXDOGLYLVLRQRUWKH
H[FOXVLRQRIWKHYHUEDOO\GLVLQKHULWHGFKLOGIURPDQ\LQKHULWDQFHFRXOGZLWKVRPH
SODXVLELOLW\EHPDGHE\DSSHDOWRZKDWWKHIDWKHUDFWXDOO\DFFHSWHG
,QWKHFDVHRIWKHGHDGPDQQRWKLQJIXUWKHUFDQEHGRQHWRGHWHUPLQHZKDW
GLYLVLRQRIKLVHVWDWHZRXOGEHMXVWLILHG%XWLQWKHFDVHRIVRPHRQHZKRKDV
H[SUHVVO\UHMHFWHGDPRUDOFRQFHSWLRQZKLFKLVHODERUDWHGLQDZD\WKDWIROORZVIURP
SULQFLSOHVDQGYDOXHVWKDWVKHHQGRUVHVZHFDQZDLWWRVHHZKHWKHUVKHFKDQJHVKHU
PLQGDERXWZKLFKSULQFLSOHVDQGYDOXHVVKHDFFHSWVRUZKHWKHULQVWHDGVKHFKDQJHV
KHUPLQGDERXWWKHUHMHFWLRQ$QGVLQFHVKHKDVQRZUDLVHGWKHTXHVWLRQRIKHU
RZQDFFHSWDQFHRIWKHUHOHYDQWPRUDOFRQFHSWLRQDQGLVIDFHGZLWKWKHIDFWRIWKH
LQFRQVLVWHQF\RIKHUSRVLWLRQLWVHHPVWRPHSODXVLEOHWRVXSSRVHWKDWLIDIWHUD
UHDVRQDEOHSHULRGVKHKDVHIIHFWHGQRFKDQJHLQWKHSULQFLSOHVDQGYDOXHVWKDWVKH
HQGRUVHVZHPD\WDNHWKDWWRFRQVWLWXWHWDFLWDFFHSWDQFHRIWKHPRUDOFRQFHSWLRQ
WKDWVKHUHMHFWHG2QWKHRWKHUKDQGLIVKHHIIHFWVDFKDQJHLQWKHSULQFLSOHVDQG
YDOXHVWKDWVKHHQGRUVHVWKHQRXUDFWXDOFRQWUDFWXDOLVWMXVWLILFDWLRQPXVWSODXVLEO\
DSSHDOWRKHUDFFHSWDQFHRIWKHQHZSULQFLSOHVDQGYDOXHVLILWLVWRVXFFHHG,QWKH
PHDQWLPHZHPD\VD\WKDWWKHMXVWLFHRIWKHPRUDOFRQFHSWLRQLQTXHVWLRQLV
LQGHWHUPLQDWH%XWWKLVLQGHWHUPLQDF\EHFDXVHVKRUWOLYHGGRHVQRWFUHDWHDJUHDW
SUREOHPIRUWKHK\EULGYLHZ
7RUHSHDWQRQHRIWKLVXQGHUPLQHVWKHSODXVLELOLW\RIWKHDFWXDOFRQWUDFWXDOLVW
MXVWLILFDWLRQE\DSSHDOWR6·VDFFHSWDQFHRI39LQWKHFDVHZKHUHVKHGRHVQRW
FRQVLGHUWKHTXHVWLRQRIKHUDFWXDODFFHSWDQFHRI0&LWVHOI7KLVZLOOEHWKHFDVH
IRUPDQ\SHRSOHPRVWSHRSOHGRQ·WVSHQGPXFKWLPHWKLQNLQJDERXWWKH
MXVWLILFDWLRQRIWKHSROLWLFDORUGHUDWDOO,WGRHVEULQJRXWWKHIDFWWKDWWKHW\SHRI
DFWXDOFRQWUDFWXDOLVWMXVWLILFDWLRQWKDWXQGHUOLHVWKHK\EULGYLHZLVQRWRQFHDQGIRU
DOOLQWKHZD\WKDWDMXVWLILFDWLRQZKLFKDSSHDOVWRDSHUVRQ·VKDYLQJFRQVHQWHGLV
 
&RQVHQWFDQQRWEHXQGRQHZKHUHDVDSHUVRQFDQDOWHUKHUPRUDOFRPPLWPHQWVDQG
VRXQGHUPLQHDMXVWLILFDWLRQZKLFKDSSHDOHGWRWKHP%XW,WKLQNWKDWWKLVLI
DQ\WKLQJLVDYLUWXHRIWKHK\EULGYLHZ,WLQWHUSUHWVLQGLYLGXDOLVWLFMXVWLILFDWLRQDV
DQRQJRLQJSURFHVVDQVZHUDEOHWRLQGLYLGXDOVDVWKH\DUHQRWDVWKH\RQFHZHUH
1HYHUWKHOHVVWKLVLVEHFDXVHLWDSSHDOVWRDQDFWXDOH[HUFLVHRIDJHQF\RQWKHSDUWRI
6DJHQXLQHO\DFWXDOFRQWUDFWXDOLVWLQWHUSUHWDWLRQRIWKHLQGLYLGXDOLVWLFLGHDO
 
&KDSWHU 3ROLWLFDO&RQVWUXFWLYLVPDQGWKH+\EULG9LHZ

 ,QWURGXFWLRQ       
 7KHSUREOHPRISUDFWLFDOFRQIOLFW     
 6KDUHGSUHPLVHVDQGWKHSULRULW\RIMXVWLFH   
 ,QGRFWULQDWLRQ       
 )DOVHEHOLHIVDQGORRVHEHOLHIV     
 0LVWDNHQLQWHUHVWV       
 :URQJEDFNJURXQG      


 ,QWURGXFWLRQ
5DZOV·VSROLWLFDOOLEHUDOLVPDQVZHUV¶\HV·WRWKHIROORZLQJTXHVWLRQFDQZHGHYHORS
MXVWLFHDVIDLUQHVVLQVXFKDZD\WKDWZKHQZHFRPHWRDVNWKHTXHVWLRQRIVWDELOLW\
ZHFDQDQVZHUWKDWMXVWLFHDVIDLUQHVVLVVWDEOHIRUWKHULJKWUHDVRQV"$FFRUGLQJWR
WKHK\EULGFRQWUDFWXDOLVWUHDGLQJRI5DZOVWKDW,GHYHORSHGLQ&KDSWHUWKLVDQVZHU
LVGHWHUPLQHGE\ZKHWKHURUQRWMXVWLFHDVIDLUQHVVFDQVHFXUHWKHDFWXDODFFHSWDQFH
FRQVWUXHGLQWHUPVRIHQGRUVHPHQWRIWKHIXQGDPHQWVRIWKHSROLWLFDOFRQFHSWLRQRI
MXVWLFHDVIDLUQHVVRIHDFKPHPEHURIVRFLHW\-XVWLFHDVIDLUQHVVPXVWSDVVDQDFWXDO
FRQWUDFWXDOLVWWHVW
,QWKLVFKDSWHUDQGWKHQH[W,GUDZRQHOHPHQWVRI5DZOV·VDUJXPHQWLQ3/WR
MXVWLI\WKHH[SHFWDWLRQWKDWMXVWLFHDVIDLUQHVVDQGPRUHSDUWLFXODUO\LWV
HJDOLWDULDQLVPFDQLQGHHGSDVVWKHDFWXDOFRQWUDFWXDOLVWWHVWWKDWWKH5DZOVLDQK\EULG
IUDPHZRUNVHWV7KLVZLOOLQYROYHWKUHHGLVWLQFWWDVNV7KHILUVWWZRZKLFK,VHW
DERXWLQWKLVFKDSWHUDUHDVIROORZV)LUVW,GLVFXVVWKHJURXQGVVXSSOLHGE\
 
5DZOV·V¶SROLWLFDOFRQVWUXFWLYLVW·VWUDWHJ\IRUVXSSRVLQJWKDWMXVWLFHDVIDLUQHVVFDQ
VHFXUHWKHVXSSRUWRIWKHUDQJHRIFRPSUHKHQVLYHGRFWULQHVOLNHO\WRSHUVLVWLQD
SOXUDOLVWOLEHUDOVRFLHW\,QVHFWLRQRI&KDSWHUDERYH,QRWHGWKDW5DZOV·V
LQWHQWLRQLQGLVFXVVLQJWKHRYHUODSSLQJFRQVHQVXVDWOHQJWKLQ3/LVWRLOOXVWUDWHDQG
QRWPHUHO\DVVHUWWKDWVXSSRUWIRUMXVWLFHDVIDLUQHVVOHDYHVURRPIRUDYDULHW\RI
DFFRXQWVRIWKHUHDOPVRIQRQSROLWLFDOYDOXHV+HUH,VXUYH\WKHQWKHYDULRXV
LOOXVWUDWLRQVWKDWKHSURYLGHVDQGFRQQHFWWKHPWRWKHPRUHDPELWLRXVDFWXDO
FRQWUDFWXDOLVWWHVWWKDW,DGYRFDWH,VXJJHVWWKDWSROLWLFDOOLEHUDOLVP·VVKDOORZ
IRXQGDWLRQVDQGOLPLWHGDSSOLFDELOLW\FOHDUVRPHRIWKHREVWDFOHVWRDQRYHUODSSLQJ
FRQVHQVXVRIDOOFRPSUHKHQVLYHGRFWULQHV%XWZKDWIXQGDPHQWDOO\H[SODLQVWKH
H[SHFWDWLRQWKDWMXVWLFHDVIDLUQHVVSDVVHVWKHDFWXDOFRQWUDFWXDOLVWWHVWLVDYDULDQWRI
SDUWRI7KHRU\·V¶FRQJUXHQFH·DUJXPHQWWRJHWKHUZLWKLOOXVWUDWLRQVRIWKHZD\LQ
ZKLFKGLIIHUHQWFRPSUHKHQVLYHGRFWULQHVVXSSRUWWKHYDOXHVRIWKHSROLWLFDO
FRQFHSWLRQRIMXVWLFHDVIDLUQHVVDQGILQDOO\WKHLGHDWKDWWKHYDOXHVRIWKHSROLWLFDO
UHDOPKDYHDFHUWDLQLQEXLOWSULRULW\RYHURWKHUYDOXHV
0XFKRIWKLVH[SODQDWLRQRIKRZMXVWLFHDVIDLUQHVVFDQSDVVWKHDFWXDO
FRQWUDFWXDOLVWWHVWUHOLHVXSRQWKHGLVWLQFWLYHZD\LQZKLFK5DZOVDSSURDFKHVWKH
TXHVWLRQLQWKHILUVWSODFH:KHQ5DZOVDVNVDERXWWKHOLNHOLKRRGRILQGLYLGXDOV·
DFFHSWDQFH³ZKHQKHFRQVLGHUVWKHOLNHOLKRRGRIDQRYHUODSSLQJFRQVHQVXVRQWKH
SROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVV³KHDVNVDERXWWKHOLNHOLKRRGWKDW
LQGLYLGXDOVLQDVRFLHW\DOUHDG\VKDSHGE\MXVWLFHDVIDLUQHVVZLOODFFHSWLW
 


7KDWLV
ZKDWLWPHDQVWRDVNDERXWWKHVWDELOLW\RIMXVWLFHDVIDLUQHVVUDWKHUWKDQLWV
DFFHSWDELOLW\LQWKHDEVWUDFW7KLV¶KHDGILUVW·DSSURDFKFRQWUDVWVZLWKPDQ\DFWXDO
FRQWUDFWXDOLVWDSSURDFKHVZKLFKLIWKH\VSHFLI\WKHPRWLYHVRIWKHFRQWUDFWLQJ




 6HH3/SS
 
SDUWLHVDWDOOWDNHWKHPWREHWKRVHRILQGLYLGXDOVVKDSHGE\DQGVHHNLQJHVFDSH
IURPWKHVWLSXODWHGPRUDOEDFNGURS
 


,WDOVRFRQWUDVWVRIFRXUVHZLWKQRQDFWXDO
FRQWUDFWXDOLVWDSSURDFKHVWRMXVWLFH6XFKDSSURDFKHVPD\FRQFHUQWKHPVHOYHVZLWK
VWDELOLW\EXWREYLRXVO\QRWVWDELOLW\LQDQ\VHQVHZKLFKHQWDLOVDQDFWXDO
FRQWUDFWXDOLVWWHVWDVRSSRVHGWRVD\WKHDVVXUDQFHWKDWFRQGLWLRQVLQDVRFLHW\
JRYHUQHGRQWKHLUFRQFHSWLRQZRXOGQRWGHWHULRUDWHWRDVWDWHRIFLYLOZDU
&RQVLGHUIRUH[DPSOHWKHNLQGRILQWHUHVWDXWLOLWDULDQPLJKWKDYHLQWKHVWDELOLW\RI
XWLOLWDULDQLVP
7KLVDSSURDFKKDVVRPHFOHDUGLVDGYDQWDJHV)RUHPRVWDPRQJWKHPLVWKDWLW
LQYLWHVWKHFKDUJHWKDWLWVVWDELOLW\LILQGHHGLWLVVWDEOHLVRIQRSDUWLFXODUYDOXH
VLQFHMXVWDERXWDQ\PRUDOFRQFHSWLRQPLJKWEHVWDEOHRQFHWKHUHZDVQRRQHOHIWLQ
VRFLHW\ZKRZDVQ·WVKDSHGE\RUEUDLQZDVKHGLQWRDFFHSWLQJLW'HDOLQJZLWKWKLV
FKDUJHLVWKHVHFRQGRIWKHWZRWDVNVZKLFK,DGGUHVVLQWKLVFKDSWHU,FRQVLGHU
IRXUIRUPVRIWKHREMHFWLRQWKDWWKHVWDELOLW\IRUWKHULJKWUHDVRQVRIMXVWLFHDV
IDLUQHVVLVEDVHGRQLQGRFWULQDWLRQ,DUJXHLQUHSO\WKDWMXVWLFHDVIDLUQHVVLVQRW
UHOLDQWILUVWXSRQDQ\RQH·VKDYLQJE\LWVVWDQGDUGVIDOVHEHOLHIVRUVHFRQGXSRQ
DQ\RQH·VIDLOLQJWRWKLQNWKURXJKKHUEHOLHIV1RUGRHVLWUHO\WKLUGXSRQ
LQGLYLGXDOV·DFWLQJDJDLQVWWKHLURZQLQWHUHVWV$QGIRXUWKLWGRHVQRWUHO\XSRQD
YHUVLRQRIWKHDFWXDOFRQWUDFWXDOLVWWHVWWKDWLVVHWDJDLQVWWKHZURQJEDFNJURXQG,
FRQFOXGHWKHUHIRUHWKDWWKHLQGRFWULQDWLRQREMHFWLRQIDLOV
%XWWKH5DZOVLDQ¶KHDGILUVW·DSSURDFKDOVRKDVLPSRUWDQWDGYDQWDJHV6RORQJ
DVLWFDQGHDOZLWKWKHFKDUJHRILQGRFWULQDWLRQLWDOORZVXVWRGUDZRQSODXVLEOH




 7KLVLVKRZ,UHDG+REEHV/RFNHDQG1R]LFNVHH&KDSWHU5DZOVZRXOGGLVSXWHP\UHDGLQJ
RI+REEHVZKRPKHWHQWDWLYHO\LQWHUSUHWVDVDGRSWLQJWKHKHDGILUVWDSSURDFK6HH/HFWXUHVRQWKH
+LVWRU\RI3ROLWLFDO3KLORVRSK\SS
 
SULQFLSOHVFRQFHUQLQJLQGLYLGXDOV·PRUDOGHYHORSPHQWXQGHUWKHNLQGVRILQVWLWXWLRQV
WKDWMXVWLFHDVIDLUQHVVUHTXLUHVWRKHOSH[SODLQZK\LQGLYLGXDOV·DFWXDODFFHSWDQFHLQ
WKHVHQVHZHVHHNZRXOGEHIRUWKFRPLQJ,QRWKHUZRUGVZHFDQPDNHXVHRI
PXFKRIWKHWKHRULVLQJDERXWLQGLYLGXDOV·PRUDOSV\FKRORJLFDOGHYHORSPHQWWKDWLV
IDPLOLDUIURP3DUW,,,RI7KHRU\0RUHRYHUZKHUHDVWUDGLWLRQDODFWXDOFRQWUDFWXDOLVW
WKHRULHVFDQUHO\RQDWEHVWRQO\LQIRUPHGJXHVVHVDERXWWKHPRWLYHVRIWKH
FRQWUDFWLQJSDUWLHVVKURXGHGLQWKHPLVWVRIWKHSDVWVDVWKHVHSHRSOHWKHPRUDO
EDFNGURSDQGWKHLUFRQWUDFWPXVWEH5DZOV·VDQVZHUWRWKHTXHVWLRQZKDWHDFK
SHUVRQDFWXDOO\DFFHSWVLVLQIRUPHGE\RXURZQH[SHULHQFHRIOLEHUDOLQVWLWXWLRQV
,QGHHGWKHSUREOHPZLWK7KHRU\DV5DZOVVHHVLWLVSUHFLVHO\WKDWLQGLYLGXDOVZKR
DUHEURXJKWXSXQGHUOLEHUDOLQVWLWXWLRQVFDQQRWUHDVRQDEO\EHH[SHFWHGWRHQGRUVH
WKHVDPHFRPSUHKHQVLYHGRFWULQH7KLVLVDSUHPLVHWKDWZHDUHSUHSDUHGWRJUDQW
EHFDXVHZHKDYHILUVWKDQGHYLGHQFHIRULWDVZHOODVEHFDXVHRILWVPRUDO
SV\FKRORJLFDOSODXVLELOLW\:KHQZHDVN5DZOV·VTXHVWLRQRIVWDELOLW\IRUWKHULJKW
UHDVRQVWKHQZHDVNLWZLWKDUHDVRQDEOHKRSHRIDQLQIRUPHGDQVZHU:HDUH
IDPLOLDUZLWKWKHUDQJHRIFRPSUHKHQVLYHGRFWULQHVWKDWLQGLYLGXDOVDIILUPLQOLEHUDO
VRFLHWLHVDQGWKHUHIRUHZHOOSRVLWLRQHGWRMXGJHWKHOLNHOLKRRGRIWKHLUK\SRWKHWLFDOO\
FRQVHQWLQJWRYDULRXVSURSRVHGPRUDOFRQFHSWLRQV
 



7KHFKDOOHQJHWKDWIDFHVXVLVWKHUHIRUHVRPHZKDWGLIIHUHQWIURPWKDWZKLFK
IDFHVWUDGLWLRQDODFWXDOFRQWUDFWXDOLVWV³HYHQGXDOPL[HGFRQGLWLRQDFWXDO
FRQWUDFWXDOLVWVZKRVHWKHRULHVGLVSOD\WKHNLQGRIXQLW\,WDONHGDERXWLQ&KDSWHU
)RUDOWKRXJKWKH\WRRDUHLQWHUHVWHGLQWKHPRUDOFRPPLWPHQWVRIHDFKLQGLYLGXDO




 &I5D]´)DFLQJ'LYHUVLW\7KH&DVHRI(SLVWHPLF$EVWLQHQFHµS5D]ZULWHVWKDWWKHIDFWWKDW
5DZOV·V´ILUPVWDUWLQJSRLQWLVWKHVRFLHW\RIWKHKHUHDQGQRZµLV´RQHRIWKHYHU\DWWUDFWLYHIHDWXUHV
RIKLVSRVLWLRQµ
 
DQGSUHVHQWWKHLUDUJXPHQWVDVPRUDODUJXPHQWVZKLFKZRXOGPRWLYDWHHDFK
LQGLYLGXDOWRFRQVHQWWRWKHPRUDOFRQFHSWLRQWKH\DGYRFDWHWKHEDVLVIRUWKHLU
K\SRWKHVLVRILQGLYLGXDODFWXDODFFHSWDQFHRIWKRVHDUJXPHQWVLVVSHFXODWLYHDWEHVW
,QGLYLGXDOVWKRXJKWKH\PD\EHDOLNHLQIXQGDPHQWDOQDWXUHGLIIHUZLGHO\LQWKHLU
FRQFHSWLRQVRIYDOXHVQHHGVDQGJRRGV:HPLJKWKRSHIRUPRUHIURPWKRVHZLWK
DFWXDOFRQWUDFWXDOLVWFRPPLWPHQWVWKDQWKHPHUHDVVHUWLRQWKDWHYHU\RQHZLOORUGLG
DVDPDWWHURIIDFWDFFHSWWKHLUUHJXODWLYHFRQFHSWLRQYLHZLQWKHILUVWSODFH$QG
WKLVLVZKDWZHILQGLQ5DZOVLDQSROLWLFDOOLEHUDOLVPZKLFKDLPVWRVKRZKRZWKH
EDVLVRIMXVWLFHDVIDLUQHVVLVDFWXDOO\HQGRUVHGE\SHRSOHOLNHXV³SHRSOHZKRDIILUP
WKHYDULRXVFRPSUHKHQVLYHGRFWULQHVWKDWSHUVLVWLQOLEHUDOVRFLHWLHV
7KHWKLUGWDVNZKLFKPXVWEHFRPSOHWHGLQRUGHUWRMXVWLI\WKHH[SHFWDWLRQWKDW
MXVWLFHDVIDLUQHVV·VHJDOLWDULDQLVPFDQSDVVWKHDFWXDOFRQWUDFWXDOLVWWHVWVHWE\WKH
5DZOVLDQK\EULGFRQWUDFWXDOLVWIUDPHZRUNLVWRVKRZWKDWLWLVSODXVLEOHWRDWWULEXWH
WRHDFKLQGLYLGXDOWKHVSHFLILFLQWHUSUHWDWLRQVRIWKHHOHPHQWVRXWRIZKLFKWKH
SROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVVLVEXLOWWKDWDUHQHFHVVDU\WRVXVWDLQWKH
GLIIHUHQFHSULQFLSOH7KLV,DWWHPSWWRGRLQ&KDSWHUEHORZ


 7KHSUREOHPRISUDFWLFDOFRQIOLFW
7KHLGHDRIWKHRYHUODSSLQJFRQVHQVXVLVWKDWDYDULHW\RIFRPSUHKHQVLYHGRFWULQHV
HQGRUVHWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVV³WKHPRUDOFRQFHSWLRQZKRVH
HVVHQWLDOIHDWXUHLV5DZOV·VIDPLOLDUWZRSULQFLSOHVRIMXVWLFH³´HDFKIURPLWVRZQ
SRLQWRIYLHZµ
 	
(DFKSHUVRQZKRLVSDUWRIWKHRYHUODSSLQJFRQVHQVXVDIILUPVD
FRPSUHKHQVLYHGRFWULQHIURPZKLFKVKHGHULYHVUHDVRQVWRVXSSRUWWKHSROLWLFDO

 3/S
 
FRQFHSWLRQRIMXVWLFHDVIDLUQHVV)RUWKH5DZOVLDQK\EULGFRQWUDFWXDOLVP,KDYH
EHHQGHYHORSLQJWKLVRYHUODSSLQJFRQVHQVXVPXVWEHDFRQVHQVXVRIDOOPHPEHUVRI
VRFLHW\VHH&KDSWHUVHFWLRQDERYH7KDWLVZKDWWKHWKRURXJKJRLQJ5DZOVLDQ
DFWXDOFRQWUDFWXDOLVWWHVWUHTXLUHV
1RWLFHWKHGLIIHUHQFHEHWZHHQWKHLGHDWKDWHDFKSHUVRQDIILUPVPRUDOJURXQGV
ZKLFKSURYLGHVXSSRUWIRUWKHSROLWLFDOFRQFHSWLRQDQGWKHLGHDWKDWHDFKSHUVRQ
PHUHO\GHULYHVUHDVRQVIRUKHUWRVXSSRUWWKHSROLWLFDOFRQFHSWLRQIURPKHU
FRPSUHKHQVLYHGRFWULQH7KLVODWWHULVQRWWKHIRXQGDWLRQIRUDQRYHUODSSLQJ
FRQVHQVXV7KHLGHDRIDQRYHUODSSLQJFRQVHQVXVLVWKDWYDOXHVIURPHDFKGLIIHUHQW
FRPSUHKHQVLYHGRFWULQHSURYLGHGLUHFWVXSSRUWIRUWKHVXEVWDQFHRIWKHSROLWLFDO
FRQFHSWLRQRIMXVWLFHDVIDLUQHVVQRWPHUHO\WKDWHDFKGLIIHUHQWFRPSUHKHQVLYH
GRFWULQHJLYHVLWVDGKHUHQWUHDVRQWRVXSSRUWWKHSROLWLFDOFRQFHSWLRQ)RUWKHODWWHU
LVFRQVLVWHQWZLWKDQXQGHUVWDQGLQJRIWKHSROLWLFDOFRQFHSWLRQDVZRUWKVXSSRUWLQJ
IRUH[DPSOHXQWLOVXFKWLPHDVLWLVSRVVLEOHWRUHSODFHLWZLWKDFRQFHSWLRQRIMXVWLFH
H[SUHVVLYHRIWKHYDOXHVRIWKHFRPSUHKHQVLYHGRFWULQHLQTXHVWLRQ,IHYHU\ERG\
DIILUPHGWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVVRQO\IRUWKLVUHDVRQZKDW
ZRXOGREWDLQZRXOGEHDPHUHPRGXVYLYHQGLDVWDWHLQZKLFKSDUWLHVDUH´UHDG\WR
SXUVXHWKHLUJRDOVDWWKHH[SHQVHRI«RWKHU>V@DQGVKRXOGFRQGLWLRQVFKDQJH«
PD\GRVRµ
 	 
$PRGXVYLYHQGLZRXOGQRWEHDVWDWHLQZKLFKWKHNLQGRIDFWXDO
DFFHSWDQFHWKDWZHDUHLQWHUHVWHGLQLVVHFXUH7KHNLQGRIDFWXDODFFHSWDQFHWKDWZH
DUHLQWHUHVWHGLQUHTXLUHVDQDOLJQPHQWRIDSHUVRQ·VPRUDOFRPPLWPHQWVDQGWKH
SURSRVHGPRUDOFRQFHSWLRQ
 	
7KHIRUPHUVKRXOGVXSSRUWWKHODWWHURUDWOHDVWQRW
FRQIOLFWZLWKLW,QDQRYHUODSSLQJFRQVHQVXVWKHSROLWLFDOFRQFHSWLRQDQGLWV

 3/S
  6HHP\GLVFXVVLRQRI¶XQLILHG·GXDOFRQGLWLRQDFWXDOFRQWUDFWXDOLVPLQ&KDSWHUDERYH
 
DFFRXQWRIMXVWLFHDQGWKHSROLWLFDOYLUWXHVDUHMXVWLILHGRQWKHEDVLVRIPRUDO
JURXQGVWRLQGLYLGXDOVZKRDFWXDOO\DFFHSWWKRVHPRUDOJURXQGV
 	

,IWKHRYHUODSSLQJFRQVHQVXVLVVHFXUHGWKDWZLOOUHSUHVHQWDWULXPSKLQWKHIDFH
RIWKHIROORZLQJSUREOHP$FRPSUHKHQVLYHGRFWULQHLPSOLHVDVHWRIPRUDOYDOXHV
SULQFLSOHVDQGUHTXLUHPHQWVWKDWUXQDFURVVWKHERDUGWRFRYHUPRVWLIQRWDOO
DFWLRQVUHODWLRQVKLSVDQGVLWXDWLRQV
 	
7KDWLQFOXGHVWKHSROLWLFDODFWLRQV
UHODWLRQVKLSVDQGVLWXDWLRQVRIWKHEDVLFVWUXFWXUHRIVRFLHW\7KHSROLWLFDO
FRQFHSWLRQRIMXVWLFHDVIDLUQHVVPHDQZKLOHHQWDLOVDWOHDVWVRPHYDOXHVSULQFLSOHV
DQGUHTXLUHPHQWVRILWVRZQDOWKRXJKWKHVHDUHUHVWULFWHGLQDSSOLFDELOLW\WRWKH
EDVLFVWUXFWXUH*LYHQWKHZLGHUDQJHRIFRPSUHKHQVLYHGRFWULQHVWKDWZHILQGLQ
OLEHUDOVRFLHWLHVVXFKDVWKDWHQJHQGHUHGE\WKHLQVWLWXWLRQVRIMXVWLFHDVIDLUQHVV
LWVHOILWLVQDWXUDOWRVXSSRVHWKDWWKHFKLHIREVWDFOHWRDQRYHUODSSLQJFRQVHQVXVZLOO
EHFRQIOLFWEHWZHHQWKHYDOXHVSULQFLSOHVDQGUHTXLUHPHQWVRIMXVWLFHDVIDLUQHVV
DQGWKRVHRIDWOHDVWVRPHRIWKRVHFRPSUHKHQVLYHGRFWULQHV,QSDUWLFXODUMXVWLFH
DVIDLUQHVVPD\UHTXLUHWKDWWKHZRUOGEHRQHZD\ZKLOHLQGLYLGXDOV·FRPSUHKHQVLYH
GRFWULQHVUHTXLUHWKDWLWEHDQRWKHU,WZLOOWKHUHIRUHIDLOWKHDFWXDOFRQWUDFWXDOLVW
WHVW7KLVLVWKHSUREOHPRISUDFWLFDOFRQIOLFW
:HKDYHVHHQLQ&KDSWHUVHFWLRQWKDWWKHSRLQWRIGHYHORSLQJWKHSROLWLFDO
FRQFHSWLRQLQDFFRUGDQFHZLWKWKHVWUDWHJ\RISROLWLFDOFRQVWUXFWLYLVPLVWRDGGUHVV
WKHSUREOHPRISUDFWLFDOFRQIOLFWDVLWDULVHVZLWKFRPSUHKHQVLYHFRQFHSWLRQVRI
MXVWLFHVXFKDVWKDWRIWKH.DQWLDQ,QWHUSUHWDWLRQRIMXVWLFHDVIDLUQHVVIURP7KHRU\
%XWSROLWLFDOFRQVWUXFWLYLVPGRHVQRWVXIILFHRQLWVRZQWRVKRZWKDWWKH
RYHUODSSLQJFRQVHQVXVFDQEHVHFXUHG7KHRYHUODSSLQJFRQVHQVXVUHTXLUHVQRWMXVW

 6HH3/S
  6HH3/SSDQG&KDSWHUVHFWLRQDERYH
 
WKDWSUDFWLFDOFRQIOLFWEHOHVVOLNHO\EXWWKDWLWEHHOLPLQDWHG7KLVLVZK\LWLVVR
LPSRUWDQWWKDWWKHSROLWLFDOFRQFHSWLRQKDVQRWRQO\VKDOORZEXWVKDUHGIRXQGDWLRQV
6KDOORZIRXQGDWLRQVDQGOLPLWHGDSSOLFDELOLW\FOHDUWKHZD\IRUDQRYHUODSSLQJ
FRQVHQVXVE\HOLPLQDWLQJFHUWDLQFOHDUJURXQGVIRUVXSSRVLQJWKDWWKHRYHUODSSLQJ
FRQVHQVXVFRXOGQ·WEHVHFXUHG
 	

,IWKH\DUHQRWVWUHVVHGZHPLJKWVXSSRVHWKDW
ZKDWLVEHLQJSURSRVHGLVDFRPSUHKHQVLYHFRQFHSWLRQRIMXVWLFH%XWWKH\DUHQ·W
VXIILFLHQWRQWKHLURZQWRVKRZWKDWWKHRYHUODSSLQJFRQVHQVXVZRXOGEHVHFXUHG
XQGHUMXVWLFHDVIDLUQHVV
<HWIRUDOOZHKDYHVHHQVRIDUWKHDVVHUWLRQRIWKHVKDUHGIRXQGDWLRQVRIWKH
SROLWLFDOFRQFHSWLRQLVQRPRUHWKDQDQDVVHUWLRQ6KDOORZIRXQGDWLRQVDQGOLPLWHG
DSSOLFDELOLW\KHOSWRH[SODLQZK\ZHVKRXOGQ·WFRQWUDGLFWLWRXWULJKW%XWWKH\GRQ·W
YLQGLFDWHLW6RZKDWGRHV"


 6KDUHGSUHPLVHVDQGWKHSULRULW\RIMXVWLFH
7ZRPRYHVDUHQHFHVVDU\WRVROYHWKHSUREOHPRISUDFWLFDOFRQIOLFW7KHILUVWLVWR
DWWULEXWHSODXVLEO\HQGRUVHPHQWRIWKHHOHPHQWVRIWKHSXEOLFSROLWLFDOFXOWXUHRXW
RIZKLFKMXVWLFHDVIDLUQHVVLQLWVSROLWLFDOSUHVHQWDWLRQLVFRQVWUXFWHGWRHDFK
PHPEHURIVRFLHW\:HPXVWDUJXHQRWRQO\WKDWWKH\DUHWREHIRXQGLQWKHSXEOLF
SROLWLFDOFXOWXUHEXWDOVRWKDWWKHSXEOLFSROLWLFDOFXOWXUH³DWOHDVWLQVRIDUDVLW
LQFOXGHVWKHVHHOHPHQWV³LVSDUWRIRULPSOLFLWO\VXSSRUWHGE\WKHQRUPDWLYHYLHZV
RIWKHLQGLYLGXDOVZKRVHDFFHSWDQFHZHDUHLQWHUHVWHGLQ2WKHUZLVHWKHUHLVQR
UHDVRQWRH[SHFWWKHVKDOORZQHVVRIWKHIRXQGDWLRQVRIWKHSROLWLFDOFRQFHSWLRQWR



 $VGRHVHSLVWHPLFDEVWLQHQFHVHH&KDSWHUVHFWLRQQRWHDERYHLIZHDUHSUHSDUHGWR
JUDQWZKDW,FDOOHGWKHGRFWULQHRIWKHHPEHGGHGQHVVRIWUXWK
 
EHVXIILFLHQWIRULWVQRQFRQIOLFWZLWKLQGLYLGXDOV·FRPSUHKHQVLYHGRFWULQHV7KH
ILUVWPRYHWKHQLVWRVKRZWKDWWKHSROLWLFDOFRQFHSWLRQKDVVKDUHGIRXQGDWLRQV
7KHVHFRQGPRYHLVWRVKRZQRWRQO\WKDWWKHVHHOHPHQWVDUHVKDUHGLQWKLVZD\EXW
WKDWWKHFRQFHSWLRQRIMXVWLFHZKLFKLVFRQVWUXFWHGRXWRIWKHPZLOOKDYHSULRULW\
RYHURWKHUHOHPHQWVLQLQGLYLGXDOV·PRUDOYLHZV2WKHUZLVHWKHUHLVQRUHDVRQWR
VXSSRVHWKDWZKHQZKDWMXVWLFHDVIDLUQHVVUHTXLUHVDQGZKDWRWKHUYDOXHVWKDWD
SHUVRQDIILUPVUHTXLUHFRQIOLFWDVWKH\PD\HYHQLIDSHUVRQDIILUPVWKHHOHPHQWVRI
WKHSXEOLFSROLWLFDOFXOWXUHRXWRIZKLFKWKHSROLWLFDOFRQFHSWLRQLVFRQVWUXFWHG
LQGLYLGXDOVZLOOFRPHGRZQRQWKHVLGHRIMXVWLFHDVIDLUQHVV
5DZOVPDNHVERWKRIWKHVHPRYHV7KHILUVWLVSDUWO\FRQVWLWXWHGE\KLV
HQGRUVHPHQWRIDEURDGHUYHUVLRQRISDUWRI7KHRU\·VDUJXPHQWWKDWMXVWLFHDV
IDLUQHVV´JHQHUDWHVLWVRZQVXSSRUWµ
 		
5DZOVVXSSRVHVWKDWDFFRUGLQJWRSODXVLEOH
SULQFLSOHVRIWKHSV\FKRORJ\RIPRUDOGHYHORSPHQWDQGRIKXPDQQDWXUHPHPEHUV
RID5DZOVLDQVRFLHW\ZRXOGFRPHWRHQGRUVHMXVWLFHDVIDLUQHVV
 	
6FDQORQFDOOVWKH
DUJXPHQWIRUWKLVFRQFOXVLRQD´SXUHO\IDFWXDORUFDXVDODUJXPHQWµ
 	
,WDSSHDOVWR
WKHFRQVLVWHQF\RIMXVWLFHDVIDLUQHVVZLWKHPSLULFDOO\SODXVLEOHSULQFLSOHVFRQFHUQLQJ
WKHZD\LQZKLFKFKLOGUHQGHYHORSPRUDOVHQWLPHQWV,Q3/5DZOVDGYDQFHVDQ
DUJXPHQWWRWKHHIIHFWQRWRQO\WKDWLQGLYLGXDOVZLOOKDYHDVHQVHRIMXVWLFHEXWWKDW
WKH\ZLOOVHHWKHPVHOYHVDQGVRFLHW\LQWKHWHUPVZKLFKXQGHUOLHWKHSROLWLFDO
FRQFHSWLRQ+HGUDZVLQKLVHODERUDWLRQRIWKLVDUJXPHQWRQWKHLGHDRID

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KXPDQQDWXUH
DVZHOODVERWK7KLVLVRQO\DURXJKFODVVLILFDWLRQRIWKHVXEMHFWPDWWHURIWKHUHOHYDQW
VHFWLRQV
 6FDQORQ´5DZOVRQ-XVWLILFDWLRQµS+HQFHIRUWK,VKDOOFDOOLWWKH¶FDXVDOIDFWXDODUJXPHQW·
 
¶FRQFHSWLRQGHSHQGHQWGHVLUH·DGHVLUHWRDFWRQSULQFLSOHVZKLFKDUHXQGHUVWRRGDV
SDUWRIDSROLWLFDOLGHDO
 	


3ODLQO\IRUXVWKHPDLQFDVHLVWKHLGHDORIFLWL]HQVKLSDVFKDUDFWHUL]HGLQMXVWLFH
DVIDLUQHVV7KHVWUXFWXUHDQGFRQWHQWRIWKLVFRQFHSWLRQRIMXVWLFHOD\RXWKRZ
E\WKHXVHRIWKHRULJLQDOSRVLWLRQWKHSULQFLSOHVDQGVWDQGDUGVRIMXVWLFHIRU
VRFLHW\·VEDVLFLQVWLWXWLRQVEHORQJWRDQGKHOSWRDUWLFXODWHWKHFRQFHSWLRQRI
UHDVRQDEOHDQGUDWLRQDOFLWL]HQVDVIUHHDQGHTXDO7KXVZHKDYHDQLGHDORI
FLWL]HQVDVVXFKSHUVRQV«QRWRQO\DUHFLWL]HQVQRUPDODQGIXOO\FRRSHUDWLQJ
PHPEHUVRIVRFLHW\EXWIXUWKHUWKH\ZDQWWREHDQGWREHUHFRJQL]HGDVVXFK
PHPEHUV«WKH\ZDQWWRUHDOL]HLQWKHLUSHUVRQDQGKDYHLWUHFRJQL]HGWKDWWKH\
UHDOL]HWKDWLGHDORIFLWL]HQV>«@
7KXVWKHDFFRXQWRIMXVWLFHDVIDLUQHVVFRQQHFWVWKHGHVLUHWRUHDOL]HD
SROLWLFDOLGHDORIFLWL]HQVKLSZLWKFLWL]HQV·WZRPRUDOSRZHUVDQGWKHLUQRUPDO
FDSDFLWLHVDVWKHVHDUHHGXFDWHGWRWKDWLGHDOE\WKHSXEOLFFXOWXUHDQGLWV
KLVWRULFDOWUDGLWLRQVRILQWHUSUHWDWLRQ
 

6RLQGLYLGXDOVFRPHWRZDQWWREHDQGEHVHHQWREHFLWL]HQVDFFRUGLQJWRWKH
SROLWLFDOFRQFHSWLRQ·VDUWLFXODWLRQRIFLWL]HQVEHFDXVHWKHLQVWLWXWLRQVRIMXVWLFHDV
IDLUQHVVHQJHQGHUWKDWGHVLUHLQWKHP$VORQJDVWKHPRUDOSV\FKRORJ\ZKLFKWKLV
UHOLHVXSRQLVSODXVLEOHWKLVLVDSHUIHFWO\UHDVRQDEOHH[SHFWDWLRQ
  
1RWLFHWKDWWKH

 5DZOVWDNHVWKLVLGHDIURP1DJHO6HHKLV7KH3RVVLELOLW\RI$OWUXLVPSS
  3/SS
  5DZOVVWUHVVHVWKDWWKHPRUDOSV\FKRORJ\RIWKLVDUJXPHQWLV¶SKLORVRSKLFDOQRWSV\FKRORJLFDO·3/
SS%XWWKDWGRHVQRWPHDQWKDWLWLVLPPXQHWRFRQVLGHUDWLRQVRIHPSLULFDOSODXVLELOLW\
5DZOV·VSRLQWLVWKDWZHDUHQRWFRQVWUDLQHGWRLGHQWLI\DQGXVHVRPHHPSLULFDODFFRXQWRIKXPDQ
 
DUJXPHQWLPSOLHVLQGLYLGXDODFFHSWDQFHRIWKHIXQGDPHQWDOFRQFHSWLRQVRISHUVRQ
DQGVRFLHW\ZKLFKWKHSROLWLFDOFRQFHSWLRQDUWLFXODWHV,QGLYLGXDOVZRXOGFRPHWR
VHHWKHPVHOYHVLQDZD\ZKLFKLVQHFHVVDULO\DUWLFXODWHGLQWHUPVRIWKHSROLWLFDO
FRQFHSWLRQZKLFKLWVHOILQYROYHVWKHREMHFWFRQFHSWLRQRIVRFLHW\DVDIDLUV\VWHPRI
FRRSHUDWLRQEHWZHHQFLWL]HQVVHHQDVIUHHHTXDOUHDVRQDEOHDQGUDWLRQDOVHH
&KDSWHUVHFWLRQDERYH7KXVWKLVDUJXPHQWLQYROYHVWKHDWWULEXWLRQWR
LQGLYLGXDOVRIWKH¶IXQGDPHQWDOLGHDV·
:HQHHGQRWUHO\RQO\XSRQ5DZOV·VFRQMHFWXUHVDERXWWKHPRUDOSV\FKRORJ\RI
LQGLYLGXDOVLQWKH5DZOVLDQVRFLHW\LQRUGHUWRJUDQWWKHDWWULEXWLRQRIWKH
IXQGDPHQWDOLGHDV5DZOVRIWHQYRLFHVWKHWKRXJKWWKDWWKHIXQGDPHQWDOLGHDV
GHULYHIURP´WKHPDLQPRUDODQGSKLORVRSKLFDOFRQFHSWLRQVRIDFRQVWLWXWLRQDO
GHPRFUDWLFUHJLPHµ
 
7KH\DUHSDUWRIWKHQDWXUHRIWKHHQWHUSULVHRIVRFLHW\LWVHOI
DVLWLVXQGHUVWRRGLQGHPRFUDWLFFXOWXUHV
 
7KDWXQGHUVWDQGLQJRIVRFLHW\EULQJVLQLWV
WUDLQWKHIXQGDPHQWDOLGHDVLQFOXGLQJWKHDSSURSULDWHFRQFHSWLRQRIWKRVHLQYROYHG
DQGRQZKDWNLQGVRIWHUPVWKH\VKRXOGEDVHWKHLULQWHUDFWLRQV
 
:HDUHQRW
FRQVWUDLQHGWKHUHIRUHRQO\WRLPDJLQHWKHVHOIXQGHUVWDQGLQJWKDWZRXOGEH
SUHYDOHQWLQD5DZOVLDQVRFLHW\:HFDQDOVRORRNDWRXURZQPRUHRUOHVVOLEHUDO

QDWXUHDVWKHEDVLVRIRXUYLHZ:HDUHFRQVWUDLQHGRQO\WRUHVSHFWWKHOLPLWVVHWE\KXPDQQDWXUH
$VKHZULWHV´:KHWKHU>WKLVPRUDOSV\FKRORJ\@LVFRUUHFWIRURXUSXUSRVHVGHSHQGVRQZKHWKHUZH
FDQOHDUQDQGXQGHUVWDQGLWRQZKHWKHUZHFDQDSSO\DQGDIILUPLWVSULQFLSOHVDQGLGHDOVLQSROLWLFDO
OLIHDQGRQZKHWKHUZHILQGWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHWRZKLFKLWEHORQJVDFFHSWDEOHRQGXH
UHIOHFWLRQ+XPDQQDWXUHDQGLWVQDWXUDOSV\FKRORJ\DUHSHUPLVVLYHWKH\PD\OLPLWWKHYLDEOH
FRQFHSWLRQVRISHUVRQVDQGLGHDOVRIFLWL]HQVKLSDQGWKHPRUDOSV\FKRORJLHVWKDWPD\VXSSRUWWKHP
EXWGRQRWGLFWDWHWKHRQHVZHPXVWDGRSWµ
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 3/S[OL
  6HHHJ3/SQ
  6HH3/S
 
PRUHRUOHVVGHPRFUDWLFVXUURXQGLQJV$V,SRLQWHGRXWDERYHWKLVLVRQHRIWKH
JUHDWDGYDQWDJHVRIWKH5DZOVLDQDSSURDFK$QGWKHIDFWWKDWWKHUHLVDJUHDWGHDO
RIGLVDJUHHPHQWDPRQJXVDERXWH[DFWO\ZKDWFRQWHVWHGLGHDOVVXFKDVIDLUQHVV
UHTXLUHVKRXOGQRWEOLQGXVWRWKHSODXVLELOLW\RIVXSSRVLQJWKDWZHGRLQGHHGVKDUH
WKHYLHZWKDWVRFLHW\LVRURXJKWWREHDIDLUFRRSHUDWLYHV\VWHPDPRQJHTXDOV
FRQFHLYHGDVIUHHDQGFDSDEOHRIFRRSHUDWLRQDQGWKHSXUVXLWRIFRQFHSWLRQVRIWKH
JRRG
%HFDXVHWKHIXQGDPHQWDOLGHDVDQGWKHLUHODERUDWLRQDUHFRPSRQHQWVLQDWKHRU\
RIMXVWLFHZLWKVKDOORZIRXQGDWLRQVDWWULEXWLQJWKHPWRLQGLYLGXDOVZKRJURZXS
XQGHUMXVWLFHDVIDLUQHVV·VLQVWLWXWLRQVLVFRPSDWLEOHZLWKDWWULEXWLQJGLYHUJHQW
IXQGDPHQWDOPRUDOFRPPLWPHQWVWRWKRVHLQGLYLGXDOVDVZHOO3HRSOHPD\DIILUP
WKHIXQGDPHQWDOLGHDVEXWDOVRDIILUPRWKHUPRUDOYDOXHVDQGSULQFLSOHVZKLFKPD\
DWWLPHVFRPHLQWRFRQIOLFWZLWKWKRVHRIWKHSROLWLFDOFRQFHSWLRQ7RVKRZWKDW
VXFKFRQIOLFWVZLOOQRWDULVHRUWKDWLIWKH\GRDULVHWKHYDOXHVRIWKHSROLWLFDOZLQ
RXWWKHVHFRQGRIWKHWZRPRYHVUHTXLUHGWRVROYHWKHSUDFWLFDOFRQIOLFWREMHFWLRQ
PXVWVWLOOEHPDGH$V5DZOVVD\V

>:@HQHHGWKHVHFRQGDQGFRPSOHPHQWDU\SDUWRIWKHDQVZHUWRKRZSROLWLFDO
OLEHUDOLVPLVSRVVLEOH7KLVSDUWVD\VWKDWWKHKLVWRU\RIUHOLJLRQDQGSKLORVRSK\
VKRZVWKDWWKHUHDUHPDQ\UHDVRQDEOHZD\VLQZKLFKWKHZLGHUUHDOPRIYDOXHV
FDQEHXQGHUVWRRGVRDVWREHHLWKHUFRQJUXHQWZLWKRUVXSSRUWLYHRIRUHOVH
QRWLQFRQIOLFWZLWKWKHYDOXHVDSSURSULDWHWRWKHVSHFLDOGRPDLQRIWKHSROLWLFDO
DVVSHFLILHGE\DSROLWLFDOFRQFHSWLRQRIMXVWLFH+LVWRU\WHOOVRIDSOXUDOLW\RIQRW
 
XQUHDVRQDEOHFRPSUHKHQVLYHGRFWULQHV7KLVPDNHVDQRYHUODSSLQJFRQVHQVXV
SRVVLEOHWKXVUHGXFLQJWKHFRQIOLFWEHWZHHQWKHSROLWLFDODQGRWKHUYDOXHV
 


$V,VDLGDERYHVHFWLRQWKHNLQGRIVXSSRUWWKDWWKHYDOXHVRIWKHSROLWLFDO
FRQFHSWLRQDUHVXSSRVHGWRJHWIURPWKH¶ZLGHUUHDOPRIYDOXHV·DVLQWHUSUHWHGE\
GLIIHUHQWLQGLYLGXDOVLQ5DZOVLDQVRFLHW\LVLWVHOIPRUDO7KHYDOXHVDUHVXSSRVHGWR
JLYHXVUHDVRQWRHQGRUVHWKHSROLWLFDOFRQFHSWLRQ³QRWPHUHO\WRXSKROGLWXQWLO
VXFKWLPHDVZHFDQLPSRVHDSROLWLFDORUGHUZKLFKLVPRUHVXLWHGWRRXU
IXQGDPHQWDOFRPPLWPHQWV
 	
6RWKHVXEVWDQFHRIWKHVHFRQGPRYHUHTXLUHGWR
VROYHWKHSUDFWLFDOFRQIOLFWREMHFWLRQLVWRDGHJUHHDPDWWHURIH[DPLQLQJWKHNLQGV
RIFRPSUHKHQVLYHGRFWULQHVOLNHO\WRSHUVLVWLQD5DZOVLDQVRFLHW\DQGDVNLQJ
ZKHWKHUWKH\LQFOXGHJURXQGVIRUVXSSRUWDQGSULRULWLVDWLRQRIWKHYDOXHVRIWKH
SROLWLFDOFRQFHSWLRQ7KLVWDVNFDQEHDSSURDFKHGLQWZRFRPSOHPHQWDU\ZD\V
ERWKRIZKLFKFDQEHIRXQGLQ3/)LUVWZHFDQUXQWKURXJKDUDQJHRIOLNHO\
FRPSUHKHQVLYHGRFWULQHVDQGDVNZKHWKHUWKH\LQFOXGHYDOXHVZKLFKZRXOGJLYH
VRPHRQHZKRDIILUPHGWKHPJURXQGVWRDIILUPWKHYDOXHVRIWKHSROLWLFDO
FRQFHSWLRQ6HFRQGZHFDQFRQVLGHUWKHYDOXHVRIWKHSROLWLFDOFRQFHSWLRQLWVHOI
DQGDVNZKHWKHUWKH\GRQRWKDYHWKHLUSULRULW\EXLOWLQWRWKHPLQVRPHVHQVH
5DZOVRIIHUVDVFKHPDWLFRYHUYLHZRIWKHILUVWRIWKHVHDSSURDFKHVLQDVKRUW
VXUYH\RIWKHFRPSUHKHQVLYHGRFWULQHVLQKLV¶PRGHOFDVH·RIWKHRYHUODSSLQJ
FRQVHQVXV
 
7KHVHDUHD´UHOLJLRXVGRFWULQHµZLWKDQ´DFFRXQWRIIUHHIDLWKµ´D
FRPSUHKHQVLYHOLEHUDOPRUDOGRFWULQHVXFKDVWKRVHRI.DQWRU0LOOµWKH

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XWLOLWDULDQLVPRI%HQWKDPDQG6LGJZLFNDQGDQXQV\VWHPDWLFYLHZZKLFKLQFOXGHV
ERWKWKHIUHHVWDQGLQJSROLWLFDOFRQFHSWLRQDQG´DODUJHIDPLO\RIQRQSROLWLFDOYDOXHVµ
LQZKLFK´HDFKVXESDUW«KDVLWVRZQDFFRXQWEDVHGRQLGHDVGUDZQIURPZLWKLQLW
OHDYLQJDOOYDOXHVWREHEDODQFHGDJDLQVWRQHDQRWKHUHLWKHULQJURXSVRUVLQJO\LQ
SDUWLFXODUNLQGVRIFDVHVµ
 
5DZOVVHWVRXWDPRUDOEDVLVWREHIRXQGZLWKLQHDFK
GRFWULQHDSDUWIURPWKHUHOLJLRXVGRFWULQHIRUDSHUVRQWRHQGRUVHDOLEHUDOSROLWLFDO
FRQFHSWLRQVWUHVVLQJWKDW´>Q@RRQHDFFHSWVWKHSROLWLFDOFRQFHSWLRQGULYHQE\
SROLWLFDOFRPSURPLVHµ
 
2IUHOLJLRXVGRFWULQHVKHVD\VRQO\WKDW´,VKDOOVXSSRVH³
SHUKDSVWRRRSWLPLVWLFDOO\³WKDWH[FHSWIRUFHUWDLQNLQGVRIIXQGDPHQWDOLVPDOOWKH
PDLQKLVWRULFDOUHOLJLRQVDGPLWRI>DQDFFRXQWRIIUHHIDLWK@µ
 
7KLVVXUYH\ZRXOG
SODLQO\EHLQDGHTXDWHDVDIXOOH[SODQDWLRQRIWKHEDVLVRIWKHRYHUODSSLQJFRQVHQVXV
5DZOVLQWHQGVLWPHUHO\DVDQH[DPSOHKRZHYHUGHVLJQHG´WRLOOXVWUDWHVRPHRIWKH
SRVVLEOHUHODWLRQVEHWZHHQFRPSUHKHQVLYHYLHZVDQGDSROLWLFDOFRQFHSWLRQµ
  
6R
KHGRHVQRWWDNHKLPVHOIKHUHWRKDYHH[SODLQHGH[DFWO\KRZWKHSROLWLFDO
FRQFHSWLRQ³WKDWLVMXVWLFHDVIDLUQHVVLQLWVSROLWLFDOFRQVWUXFWLYLVWJXLVH³LVUHODWHG
WRWKHYDULRXVFRPSUHKHQVLYHGRFWULQHVLQD5DZOVLDQVRFLHW\%XWZHVHHKRZ
GLYHUVLW\LQFRPSUHKHQVLYHGRFWULQHVQHHGQ·WHQWDLOFRQIOLFWZLWKWKHSROLWLFDO
FRQFHSWLRQRUDWOHDVWLWVSULQFLSOHV1HYHUWKHOHVVPRUHVWLOOPXVWEHVDLG
2QHUHDVRQWKDW5DZOVRIIHUVEXWWKDWWKHYLHZWKDW,UHFRPPHQGFDQQRWDFFHSW
RIFRXUVHLVWKDWUHDVRQDEOHLQGLYLGXDOVDFFHSWOLEHUDOSULQFLSOHVVWUDLJKWIRUZDUGO\DV
DFRQVHTXHQFHRIWKHLUDFFHSWDQFHRIWKHEXUGHQVRIMXGJPHQW,KDYHDUJXHGWKDW
5DZOV·VGHULYDWLRQRIWKHEDVLFOLEHUWLHVIURPWKHEXUGHQVRIMXGJPHQWLVDPLVWDNH

  3/SSDQG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 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 
+RZHYHULQVRIDUDVLWLVVXSSRVHGWREHDFRQVLGHUDWLRQLQIDYRXURIWKH
RYHUODSSLQJFRQVHQVXVDQGWKHUHIRUHVWDELOLW\IRUWKHULJKWUHDVRQVRQHDVVXPSWLRQ
WKDWWKLVPLVWDNHQFRQFOXVLRQUHOLHVXSRQLVVRPHWKLQJZHFDQDFFHSW7KDW
DVVXPSWLRQLVWKDWWKHUHDUHPDQ\UHDVRQDEOHLQGLYLGXDOVPDQ\DQGPDQ\PRUH
WKDQWKHUHDUHXQUHDVRQDEOHLQGLYLGXDOV)RUDVZHNQRZ5DZOVWDNHVWKHIDFWRI
UHDVRQDEOHSOXUDOLVPDVDJLYHQ
 
$QGKHWDNHVSROLWLFDOOLEHUDOLVPWREHDGGUHVVHG
WRUHDVRQDEOHLQGLYLGXDOVDQRYHUODSSLQJFRQVHQVXVRQMXVWLFHDVIDLUQHVVDPRQJ
WKHPLVLWVDLP
 
6RLIMXVWLFHDVIDLUQHVVFDQVHFXUHVWDELOLW\IRUWKHULJKWUHDVRQVLW
LVIRUWKHULJKWUHDVRQVEHFDXVHRIWKHRYHUODSSLQJFRQVHQVXVDPRQJUHDVRQDEOH
SHRSOH%XWLWLVVWDELOLW\EHFDXVHSUHVXPDEO\WKHSUHVHQFHRIXQUHDVRQDEOH
LQGLYLGXDOVZKRDUHQRWFRYHUHGE\WKHFRQVHQVXVLVQHYHUWKHOHVVLQVXIILFLHQWWR
EULQJDERXWLQVWDELOLW\5DZOVZULWHVRIXQUHDVRQDEOHYLHZVWKDW´WKHUHZLOODOZD\V
EHVXFKYLHZV%XWWKH\PD\QRWEHVWURQJHQRXJKWRXQGHUPLQHWKHVXEVWDQWLYH
MXVWLFHRIWKHUHJLPH7KDWLVWKHKRSHWKHUHFDQEHQRJXDUDQWHHµ
 
:KDWMXVWLILHV
HYHQWKHKRSH"8OWLPDWHO\LWLV5DZOV·VYLHZWKDWLQGLYLGXDOVVLPSO\DUHLQWKH
PDLQUHDVRQDEOHWKDWZHFDQWDNHWKLVDVEDVLF(QGRUVLQJ6FDQORQ·VLGHDWKDWZH
DUHVLPSO\DUHPRYHGE\WKHUHDVRQWKDWZHKDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHV
WKDWQRRQHFRXOGUHDVRQDEO\UHMHFW5DZOVZULWHVWKDW´LQVHWWLQJRXWMXVWLFHDV
IDLUQHVVZHUHO\RQWKHNLQGRIPRWLYDWLRQ6FDQORQWDNHVDVEDVLFµ
 

$VZHVDZ
HDUOLHU5DZOVVHHVERWKDVSHFWVRIKLVFRQFHSWLRQRIUHDVRQDEOHQHVV³
DFNQRZOHGJPHQWRIWKHEXUGHQVRIMXGJPHQWDQGWKHGHVLUHWRILQGDQGFRPSO\

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ZLWKSULQFLSOHVWKDWHDFKSHUVRQFRXOGUHDVRQDEO\EHH[SHFWHGWRDFFHSW³DV´WZR
UHODWHGH[SUHVVLRQVRIWKLVGHVLUHµ
 	

:KDWWKLVPHDQVIURPWKHSRLQWRIYLHZRIRXUUHFRQVWUXFWLRQRI5DZOV·V
HJDOLWDULDQLVPRQDK\EULGFRQWUDFWXDOLVWIRXQGDWLRQLVWKLV,IZHFDQIROORZ5DZOV
LQWDNLQJWKHDWWULEXWLRQRIUHDVRQDEOHQHVVWRPRVWLQGLYLGXDOVDVDJLYHQWKHQZH
FDQWDNHLWDVDJLYHQWKDWPRVWLQGLYLGXDOVDUHUHDG\WRUHFRQVLGHUDQGSHUKDSV
PRGLI\WKHLUIXQGDPHQWDOPRUDOFRPPLWPHQWVWKHZD\WKH\VHHWKHPRUDO
ODQGVFDSHLQWKHOLJKWRIRWKHUV·GLIIHULQJMXGJPHQWVDERXWLW)RUWKLVLVDVZHVDZ
LQ&KDSWHUZKDWWKHK\EULGWKHRULVW·VLQWHUSUHWDWLRQRI5DZOV·VILUVWDVSHFWRIWKH
UHDVRQDEOHDPRXQWVWR7KLVPHDQVWKDWLQJHQHUDOWKHUHZLOOEHDSUHVVXUHWRZDUGV
FRQVHQVXV³LQGLYLGXDOVZLOOLQJHQHUDOEHDZDUHRIWKHGLIIHULQJMXGJPHQWVDQG
UHDG\WRUHFRQVLGHUWKHLURZQLQWKHOLJKWRIWKLV0RUHRYHUWKLVSUHVVXUHZRXOGEH
WRZDUGVFRQVHQVXVRQMXVWLFHDVIDLUQHVV,WZLOOWHQGWRHURGHFRQIOLFWLQJYLHZV
(DFKSHUVRQZLOOKDYHDVSHUWKHFDXVDOIDFWXDODUJXPHQWDWWKHYHU\OHDVWD
GLVSRVLWLRQWRDFFHSWWKHIXQGDPHQWDOHOHPHQWVRXWRIZKLFKWKHSROLWLFDO
FRQFHSWLRQRIMXVWLFHDVIDLUQHVVLVFRQVWUXFWHG7RWKHH[WHQWWKDWKHU
FRPSUHKHQVLYHYLHZWHQGVWRFRQIOLFWZLWKWKHVHHOHPHQWVDQGZLWKWKHYLHZVRI
RWKHUVVKHZLOOEHUHDG\WRUHFRQVLGHUWKRVHDVSHFWVRILWZKLFKFRQIOLFW7KHGHVLUH
WRILQGDPRUDOFRQFHSWLRQZKLFKGRHVQRWFRQIOLFWZLWKDQ\RQHHOVH·VIXQGDPHQWDO
YLHZVZLOOWHQGWREULQJKHUWRDFFHSWZKDWHDFKRIWKHPKDVLQFRPPRQHYHQDVWKH
´IUHHH[HUFLVHRIKXPDQUHDVRQµWHQGVWROHDGKHUWRPRUDOFRQFOXVLRQVZKLFKDUH
QRWLQRWKHUUHVSHFWVWKHVDPHDVWKRVHDIILUPHGE\RWKHUV
7KHVXUYH\RIWKHZD\VLQZKLFKWKHSROLWLFDOFRQFHSWLRQPD\EHVHHQWREH
FRQJUXHQWZLWKDUDQJHRIFRPSUHKHQVLYHGRFWULQHVWKHWHQGHQF\WRZDUGV

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FRQYHUJHQFHFUHDWHGE\UHDVRQDEOHQHVVDQGWKHH[LVWHQFHRIWKHGLVSRVLWLRQWRZDUGV
WKHYDOXHVRIWKHREMHFWFRQFHSWLRQSUHGLFWHGE\WKHFDXVDOIDFWXDODUJXPHQW
FRPELQHWRDOOD\WRDQH[WHQWWKHZRUU\WKDWQRWRQO\WKHQRQSROLWLFDOEXWDOVRWKH
SROLWLFDODVSHFWVRILQGLYLGXDOV·FRPSUHKHQVLYHGRFWULQHVZLOOFRQIOLFWZLWKWKH
SROLWLFDOYDOXHVRIWKHSROLWLFDOFRQFHSWLRQ%XWLWLVZRUWKHPSKDVLVLQJWKDWWKLVLV
PHUHO\DWHQGHQF\WKDWZHFDQSODXVLEO\H[SHFWJLYHQWKHDWWULEXWLRQRI
UHDVRQDEOHQHVVUDWKHUWKDQDGHPRQVWUDWLRQWKDWWKHRYHUODSSLQJFRQVHQVXVZLOO
REWDLQ1RQHRILWLVVXSSRVHGWRFRQVWLWXWHSURRI5DZOVVXSSRVHVWKDWJLYHQ
VXIILFLHQWQXPEHUVRIUHDVRQDEOHLQGLYLGXDOVWKHLUDFFHSWDQFHRIWKHFRQVHTXHQFHV
RIWKHEXUGHQVRIMXGJPHQWVKRXOGVHFXUHDQRYHUODSSLQJFRQVHQVXVRQOLEHUDO
SULQFLSOHV7KHK\EULGYLHZ,DPHQGRUVLQJRIIHUVQRJXDUDQWHHVHYHQZKHQ
HYHU\RQHLVUHDVRQDEOHDQGLQDQ\FDVHDVZHVDZLQ&KDSWHULWUHTXLUHVLQSUDFWLFH
WKHDFWXDODFFHSWDQFHHYHQRIWKHXQUHDVRQDEOHVLQFHWKHLUYLHZVPLJKWEHQR
GLIIHUHQWLIWKH\ZHUHUHDVRQDEOHDQGZKDWZHFDUHDERXWLVZKDWWKH\FRXOG
UHDVRQDEO\EHH[SHFWHGWRDFFHSW6WLOODWHQGHQF\WRZDUGVWKHRYHUODSSLQJ
FRQVHQVXVRQMXVWLFHDVIDLUQHVVRIIHUVKRSHDVGRHV5DZOV·VVFKHPDWLFRYHUYLHZRI
WKHZD\VLQZKLFKUDGLFDOO\GLYHUJHQWFRPSUHKHQVLYHGRFWULQHVPD\LQFOXGHZLWKLQ
WKHPWKHPHDQVWRVXSSRUWWKHIXQGDPHQWDOLGHDVRIWKHSROLWLFDOFRQFHSWLRQ
7KHVHFRQGDSSURDFKWRWKHTXHVWLRQRIWKHSULRULW\RIMXVWLFHVWUHQJWKHQVWKLV
KRSH:KDWZDVUHTXLUHGUHFDOOZDVWKDWLWEHH[SODLQHGQRWRQO\KRZLQGLYLGXDOV
FRPHWRVKDUHWKHIXQGDPHQWDOLGHDVRIWKHSROLWLFDOFRQFHSWLRQEXWDOVRZK\WKHUH
VKRXOGEHDQ\H[SHFWDWLRQWKDWWKH\ZLOOSULRULWLVHWKHYDOXHVH[SUHVVHGWKHUHE\
:KDW5DZOVVD\VDERXWWKHSULRULW\RIMXVWLFHLVDVIROORZV7REHJLQZLWKKHVWDWHV
WKDWWKH´YDOXHVRIWKHSROLWLFDODUHYHU\JUHDWYDOXHVDQGKHQFHQRWHDVLO\
 
RYHUULGGHQµ
 
%XWZKDWMXVWLILHVWKLVFODLP")XUWKHURQGXULQJKLVGLVFXVVLRQRI
WKHREMHFWLRQWKDWWKHSROLWLFDOFRQFHSWLRQPXVWEHFRPSUHKHQVLYHLQRUGHUWR
SURYLGHJXLGDQFHLQ´WKHPDQ\FRQIOLFWVRIMXVWLFHWKDWDULVHLQSXEOLFOLIHµ
 
5DZOV
ZULWHV

YDOXHVWKDWFRQIOLFWZLWKWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHDQGLWVVXVWDLQLQJ
YLUWXHVPD\EHQRUPDOO\RXWZHLJKHGEHFDXVHWKH\FRPHLQWRFRQIOLFWZLWKWKH
YHU\FRQGLWLRQVWKDWPDNHIDLUVRFLDOFRRSHUDWLRQSRVVLEOHRQDIRRWLQJRI
PXWXDOUHVSHFW
 

,QWKHGLVFXVVLRQLPPHGLDWHO\SUHFHGLQJWKLVSDVVDJH5DZOVDSSHDUVWREHDUJXLQJ
WKDWEHFDXVHD5DZOVLDQGLVWULEXWLYHVFKHPHHQDEOHVHYHU\RQHWRSXUVXHKHU
FRQFHSWLRQRIWKHJRRGLW´UHPRYHVIURPWKHSROLWLFDODJHQGDWKHPRVWGLYLVLYH
LVVXHVµ³DQDUJXPHQWZKLFKVHHPVVLPSO\WRLJQRUHWKDWWKHUHPLJKWEHDFRQIOLFW
RIWKHVRUWZHDUHGLVFXVVLQJLQWKHILUVWSODFH
 
,W·VQRWREYLRXVKRZWKHTXRWHG
SDVVDJHLVVXSSRVHGWRIROORZIURPWKLV%XWLWRIIHUV5DZOV·VEHVWDQVZHUWRWKH
TXHVWLRQLQKDQG7KHHVVHQWLDOWKRXJKWLVWKDWVRFLHW\FRQFHLYHGDVDFRRSHUDWLYH
V\VWHPLVPDGHSRVVLEOHRQO\ZKHQWKHYDOXHVRIWKHSROLWLFDOGRQRUPDOO\RXWZHLJK
RWKHUYDOXHVWKDWFRPHLQWRFRQIOLFWZLWKWKHP$V5DZOVVD\VHDUOLHULQ3/´WKHVH

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YDOXHVJRYHUQWKHEDVLFIUDPHZRUNRIVRFLDOOLIH³WKHYHU\JURXQGZRUNRIRXU
H[LVWHQFHµ
  

:KDWH[SODLQVZK\WKHYDOXHVDUWLFXODWHGE\WKHSROLWLFDOFRQFHSWLRQWDNHSULRULW\
RYHURWKHUYDOXHVDGYDQFHGLQUHDVRQDEOHLQGLYLGXDOV·FRPSUHKHQVLYHGRFWULQHV
WKHQLVWKRVHLQGLYLGXDOV·UHFRJQLWLRQWKDWVRFLHW\LVWKH¶JURXQGZRUNRIWKHLU
H[LVWHQFH·³WKHVWUXFWXUHZKLFKVKDSHVWKHLUOLYHVDQGHQDEOHVWKHPWRGREHWWHUIRU
WKHPVHOYHVWKDQDQ\PLJKWGRRQKHURZQ
 
³DQGVRWKDWWKHYDOXHVDVVRFLDWHGZLWK
LWVUHJXODWLRQDUHRISDUDPRXQWLPSRUWDQFH7KH\PXVWEHJLYHQSULRULW\EHFDXVH
RWKHUZLVHFRRSHUDWLYHVRFLHW\LVWKUHDWHQHG6LQFHWKHYDOXHVDVVRFLDWHGZLWKLWV
UHJXODWLRQDUHWKHYDOXHVRIMXVWLFHWKHYLUWXHZKLFKUHJXODWHVFRRSHUDWLRQDQG
VLQFHLQGLYLGXDOVWHQGWRZDUGVVXSSRUWIRUWKHSROLWLFDOFRQFHSWLRQLQWKHZD\VWKDW
WKHILUVWPRYHLQUHSO\WRWKHSUDFWLFDOFRQIOLFWREMHFWLRQVXJJHVWVWKHYDOXHVRIWKH
SROLWLFDOFRQFHSWLRQZLOOKDYHSULRULW\RYHURWKHUYDOXHVLQLQGLYLGXDOV·
FRPSUHKHQVLYHGRFWULQHV



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,WLVDOVRZRUWKHPSKDVLVLQJRQFHDJDLQWKHLQWXLWLYHLPSRUWDQFHRIMXVWLILFDWLRQRID
V\VWHPRIFRHUFLRQ6HH3/S5DZOVGHYHORSVWKHLGHDRIWKHEDVLFVWUXFWXUHZKLFKLVWKH
UHDOPRIWKHSROLWLFDODV5DZOVXQGHUVWDQGVLWDVWKHJURXQGRIRXUH[LVWHQFHDVWKHSHRSOHZHDUH
ZLWKWKHFXOWXUHDQGFRQFHSWLRQVRIWKHJRRGWKDWZHKDYHLQ/HFWXUH9,,RI3/´7KH%DVLF
6WUXFWXUHDV6XEMHFWµ6HHHVSHFLDOO\SS
  7KHILUVWRIWKHVHWZRIHDWXUHVLVRQHRIWKHJURXQGV5DZOVJLYHVIRUPDNLQJWKHEDVLFVWUXFWXUH
WKHSULPDU\VXEMHFWRIMXVWLFHWKHVHFRQGLVDQLGHDWKDW5DZOVSXWVIRUZDUGDWWLPHVLQ7KHRU\IRU
PRUHRQZKLFKVHH&KDSWHUEHORZ
 
 ,QGRFWULQDWLRQ
$OORIWKLVWDNHVXVRQO\VRIDU7KHFDXVDOIDFWXDODUJXPHQWH[SODLQVZK\ZHVKRXOG
H[SHFWLQGLYLGXDOVWRFRQFHLYHRIWKHHQWHUSULVHRIVRFLHW\LQDFHUWDLQZD\WKDWLV
HVVHQWLDOWRWKHGHYHORSPHQWRIWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVV7KH
UHYLHZRIWKHFRPSUHKHQVLYHGRFWULQHVLQWKH¶PRGHOFDVH·VKRZVXVEURDGO\KRZZH
PLJKWILQGJURXQGVIRUVXSSRUWIRUWKHSROLWLFDOFRQFHSWLRQLQLQGLYLGXDOV·GHHSHU
PRUDOFRPPLWPHQWV7KHDVVXPSWLRQRIUHDVRQDEOHQHVVJLYHVXVKRSHWKDW
LQGLYLGXDOV·GHHSHUPRUDOFRPPLWPHQWVZLOOWHQGQRWWRVWUD\WRRIDUIURPWKH
DIILUPDWLRQRIYDOXHVZKLFKGRVXSSRUWWKHSROLWLFDOFRQFHSWLRQ$QGWKHLGHDWKDW
VRFLHW\LVWKHJURXQGZRUNRIRXUH[LVWHQFHVXJJHVWVWKDWLQGLYLGXDOVZLOOSULRULWLVH
WKHYDOXHVRIMXVWLFH
%XWWZRODUJHGLIILFXOWLHVUHPDLQ2QHRIWKHPLVWKDWHYHQLIZHDUHSUHSDUHGWR
DFFHSWWKHFDXVDOIDFWXDODUJXPHQW·VDWWULEXWLRQRIWKHREMHFWFRQFHSWLRQWRHDFK
LQGLYLGXDOVXFKDGMHFWLYHVDV¶IDLU·¶IUHH·DQG¶HTXDO·DUHRSHQWRLQWHUSUHWDWLRQ
ZKLFKZHPLJKWH[SHFWWRGLIIHUUDGLFDOO\IURPRQHFRPSUHKHQVLYHGRFWULQHWRWKH
QH[W,WQHHGVWREHDUJXHGWKDWWKHXQGHUVWDQGLQJVRIWKHVHFRQFHSWVHPSOR\HGLQ
WKHFRQVWUXFWLRQRIMXVWLFHDVIDLUQHVVDUHSODXVLEO\DWWULEXWDEOHWRPHPEHUVRIWKH
5DZOVLDQVRFLHW\)RULIGLIIHUHQWLQGLYLGXDOVGRQRWVKDUHWKHVDPHXQGHUVWDQGLQJV
WKHLPSRUWDQFHRIWKH¶JURXQGZRUNRIWKHLUH[LVWHQFH·ZLOOQRWLQDOOFDVHVHQWDLOWKH
SULRULW\RIWKHYDOXHVRIMXVWLFHDVIDLUQHVVDVRSSRVHGWRWKHYDOXHVDVVRFLDWHGZLWK
ZKDWHYHUWKH\VHHDVWKHDSSURSULDWHHODERUDWLRQRIWKHREMHFWFRQFHSWLRQJLYHQ
WKHLUGLIIHUHQWXQGHUVWDQGLQJVRIWKHFRQFHSWVLWLQYRNHV,Q&KDSWHU,VKDOOPDNH
DFDVHIRUWKHSODXVLELOLW\RIDWWULEXWLQJWRLQGLYLGXDOVLQ5DZOVLDQVRFLHW\D5DZOVLDQ
XQGHUVWDQGLQJRIWKHIDLUQHVVWKDWXQGHUSLQVMXVWLFHDVIDLUQHVV·VHJDOLWDULDQLVP
 
)RUWKHUHPDLQGHURIWKHSUHVHQWFKDSWHU,VKDOODGGUHVVWKHVHFRQGODUJH
GLIILFXOW\ZKLFKLVDVIROORZV$VZHKDYHMXVWVHHQWRDODUJHH[WHQWWKH
H[SHFWDWLRQWKDWMXVWLFHDVIDLUQHVVLQLWVSROLWLFDOFRQVWUXFWLYLVWSUHVHQWDWLRQZLOOEH
VWDEOHIRUWKHULJKWUHDVRQVLVIRXQGHGXSRQWKHVXSSRVLWLRQWKDWLQGLYLGXDOVZLOO
VKDUHWKHIXQGDPHQWDOLGHDVRXWRIZKLFKLWLVFRQVWUXFWHG7KH\ZLOOWKDWLVYLHZ
VRFLHW\DVDIDLUV\VWHPRIFRRSHUDWLRQEHWZHHQLQGLYLGXDOVUHJDUGHGDVIUHHHTXDO
UHDVRQDEOHDQGUDWLRQDO%XWWKHSODXVLELOLW\RIWKLVVXSSRVLWLRQLVLWVHOIH[SODLQHGWR
DODUJHH[WHQWE\WKHFDXVDOIDFWXDODUJXPHQWZKLFKVD\VWKDWDPRQJRWKHUWKLQJV
LQGLYLGXDOVLQWKH5DZOVLDQVRFLHW\ZLOODVDPDWWHURIIDFWFRPHWRFRQFHLYHRI
VRFLHW\WKDWZD\<HWLIWKHH[SODQDWLRQRIVWDELOLW\IRUWKHULJKWUHDVRQV³RIDODFN
RIFRQIOLFWEHWZHHQDQ\RQH·VFRPSUHKHQVLYHGRFWULQHDQGWKHYDOXHVRIMXVWLFHDV
IDLUQHVV³LVXOWLPDWHO\WKDWHDFKSHUVRQ·VXSEULQJLQJWHQGVWREULQJDERXW
FRQJUXHQFHEHWZHHQKHUFRPSUHKHQVLYHGRFWULQHDQGWKHYDOXHVRIWKHSROLWLFDO
FRQFHSWLRQLWPLJKWEHREMHFWHGWKDWHVVHQWLDOO\WKH5DZOVLDQFODLPLVVLPSO\WKDWZH
QHHGQ·WZRUU\DERXWWKHFRQIOLFWVLQTXHVWLRQEHFDXVHZHFDQEUDLQZDVKSHRSOHLQWR
FRQFHLYLQJRIVRFLHW\DQGWKHYDOXHVRIWKHSROLWLFDODVZHZDQWWKHPWR,WVVWDELOLW\
PLJKWEHIRUWKHULJKWUHDVRQVLQRQHVHQVH³LWLVQ·WUHOLDQWXSRQFRHUFLRQZKLFK
LQGLYLGXDOVFRXOGQ·WUHDVRQDEO\EHH[SHFWHGWRDFFHSW³EXWWKDWGRHVQ·WFDSWXUH
ZKDWVHHPVWREHLPSRUWDQWDERXW¶WKHULJKWUHDVRQV·LQWKHILUVWSODFH
,FDQVHHIRXUGLIIHUHQWZD\VLQZKLFKVRPHRQHPLJKWSUHVVWKHFKDUJHWKDW
SROLWLFDOOLEHUDOLVPLQWKHIRUPWKDW,KDYHEHHQDUJXLQJIRULVUHOLDQWRQ
LQGRFWULQDWLRQ,GLVWLQJXLVKDQGGHVFULEHWKHVHEHORZ,VKDOODUJXHWKDWWKHFKDUJH
LVXQIRXQGHGZKLFKHYHUYHUVLRQZHDGRSW7KHIRXUYHUVLRQVDUHDVIROORZV

 3ROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQLQGLYLGXDOV·KDYLQJIDOVHEHOLHIVWKHIDOVH
EHOLHIVREMHFWLRQ
 
 3ROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQLQGLYLGXDOV·IDLOXUHWRWKLQNWKURXJKWKHLU
EHOLHIVWKHORRVHEHOLHIVREMHFWLRQ
 3ROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQLQGLYLGXDOV·DFWLQJDJDLQVWWKHLURZQ
LQWHUHVWVWKHPLVWDNHQLQWHUHVWVREMHFWLRQ
 3ROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQLQGLYLGXDOV·KDYLQJEHHQEURXJKWXSLQ
FRQGLWLRQVRWKHUWKDQWKRVHXQGHUZKLFKWKH\RXJKWWRKDYHEHHQEURXJKW
XSWKHZURQJEDFNJURXQGREMHFWLRQ

,VKDOODGGUHVVWKHPLQWKLVRUGHU


 )DOVHEHOLHIVDQGORRVHEHOLHIV
7KHIDOVHEHOLHIVREMHFWLRQLVREYLRXVO\DFKDUJHRILQGRFWULQDWLRQ7KHWKRXJKW
XQGHUO\LQJRQHIRUPRILWZRXOGEHDVIROORZV3ROLWLFDOOLEHUDOLVPLQRUGHUWRPHHW
WKHQHFHVVDU\FRQGLWLRQRIVWDELOLW\IRUWKHULJKWUHDVRQVUHTXLUHVDQRYHUODSSLQJ
FRQVHQVXVRQMXVWLFHDVIDLUQHVVLQLWVSROLWLFDOSUHVHQWDWLRQZKLFKLQWXUQUHTXLUHV
HDFKLQGLYLGXDOWRFRQFHLYHRIVRFLHW\DVDIDLUV\VWHPRIFRRSHUDWLRQEHWZHHQ
LQGLYLGXDOVFRQFHLYHGDVIUHHHTXDOUHDVRQDEOHDQGUDWLRQDO,WUHTXLUHVWKDWLVWKDW
HDFKLQGLYLGXDOVKRXOGKDYHFHUWDLQEHOLHIVDERXWWKHQDWXUHRIVRFLHW\7KHVH
EHOLHIVDUHIDOVH7KHUHIRUHSROLWLFDOOLEHUDOLVPUHOLHVXSRQLQGLYLGXDOV·KDYLQJIDOVH
EHOLHIV$OWHUQDWLYHO\LILWLVDUJXHGWKDWUHOLDQFHXSRQEHOLHIVWKDWKDSSHQWREH
IDOVHDVRSSRVHGWRUHOLDQFHXSRQWKHLQFXOFDWLRQRIVXFKEHOLHIVLVQRWUHOLDQFHXSRQ
LQGRFWULQDWLRQWKHREMHFWLRQFDQEHH[WHQGHGDVIROORZV,IHDFKLQGLYLGXDOGRHV
FRQFHLYHRIVRFLHW\LQWKHUHOHYDQWZD\LW·VEHFDXVHDVWKHFDXVDOIDFWXDODUJXPHQW
VKRZVWKHLQVWLWXWLRQVRIMXVWLFHDVIDLUQHVVHQJHQGHULQGLYLGXDOPRUDOGHYHORSPHQW
 
ZKLFKLQYROYHVLQGLYLGXDOV·FRPLQJWRFRQFHLYHRILWWKXV6RSROLWLFDOOLEHUDOLVP
UHOLHVXSRQWKHLQFXOFDWLRQRIFHUWDLQEHOLHIVDERXWWKHQDWXUHRIVRFLHW\7KHVH
EHOLHIVDUHIDOVH7KHUHIRUHSROLWLFDOOLEHUDOLVPUHOLHVXSRQWKHLQFXOFDWLRQRIIDOVH
EHOLHIV
7KLVLVQRWDFRQYLQFLQJREMHFWLRQ,WLVWUXHWKDWSROLWLFDOOLEHUDOLVPUHOLHVXSRQ
WKHLQFXOFDWLRQRIWKHREMHFWFRQFHSWLRQRIVRFLHW\%XWLWLVQRWREYLRXVO\WUXHWKDW
WKHREMHFWFRQFHSWLRQLVIDOVHLQWKHVHQVHWKDWLWLVWKHZURQJFRQFHSWLRQRIVRFLHW\
0RUHRYHULILWLVIDOVHWKHQWKLVREMHFWLRQLVQRWSULPDULO\DQREMHFWLRQEDVHGXSRQ
WKHLGHDWKDWSROLWLFDOOLEHUDOLVPUHOLHVXSRQLQGRFWULQDWLRQ,WLVDQREMHFWLRQWRWKH
FRQWHQWRIMXVWLFHDVIDLUQHVVLWVHOIDVDUHJXODWLYHFRQFHSWLRQ,ILWZHUHSULPDULO\DQ
REMHFWLRQEDVHGXSRQWKHLGHDWKDWSROLWLFDOOLEHUDOLVPUHOLHVXSRQLQGRFWULQDWLRQLW
ZRXOGEHEHVWHPSOR\HGDVDPRGXVWROOHQVDUJXPHQWDJDLQVWWKHUHJXODWLYH
FRQFHSWLRQ7KDWLVWKHREMHFWLRQZRXOGUXQMXVWLFHDVIDLUQHVVDVDUHJXODWLYH
FRQFHSWLRQFDQEHVWDEOHDQGWKHUHIRUHDFFHSWDEOHRQO\E\LQFXOFDWLQJFHUWDLQEHOLHIV
DERXWVRFLHW\WKHUHIRUHLWPD\LQFXOFDWHWKRVHEHOLHIVEXWLQFXOFDWLQJWKRVHEHOLHIV
FRQVWLWXWHVLQGRFWULQDWLRQDQGWKHUHIRUHLVQRWSHUPLVVLEOHWKHUHIRUHMXVWLFHDV
IDLUQHVVFDQQRWEHDFFHSWDEOH+RZHYHUWKLVREMHFWLRQLVQRWEHVWHPSOR\HGWKXV
,WLVEHVWHPSOR\HGDVDGLUHFWFKDOOHQJHWRWKHFRQWHQWRIMXVWLFHDVIDLUQHVVVLQFH
MXVWLFHDVIDLUQHVVLVHODERUDWHGIURPIXQGDPHQWDODVVXPSWLRQVDERXWVRFLHW\DVD
IDLUV\VWHPRIFRRSHUDWLRQEHWZHHQIUHHHTXDOUHDVRQDEOHDQGUDWLRQDOLQGLYLGXDOV
LIWKRVHDVVXPSWLRQVDUHIDOVHWKHQZHKDYHUHDVRQWRUHMHFWMXVWLFHDVIDLUQHVVVR
HODERUDWHG
,IWKHREMHFWFRQFHSWLRQRIVRFLHW\ZHUHIDOVHWKDWZRXOGRIFRXUVHXQGHUPLQH
DQ\FODLPWKDWDIULHQGRI5DZOVPLJKWPDNHWRWKHHIIHFWWKDWWKHVWDELOLW\RIMXVWLFH
DVIDLUQHVVPD\EHDGGXFHGDVVXSSRUWLQJJURXQGVIRULW7RWKDWH[WHQWWKHFKDUJH
WKDWLWLVIDOVHZRUNVDVDFKDUJHRILQGRFWULQDWLRQWKHIULHQGRI5DZOVDGGXFHV
 
MXVWLFHDVIDLUQHVV·VVWDELOLW\LQLWVIDYRXUDQGWKHREMHFWRUUHSOLHVWKDWWKLVVWDELOLW\
UHOLHVXSRQLQGRFWULQDWLRQVLQFHMXVWLFHDVIDLUQHVVLVEDVHGRQIDOVHDVVXPSWLRQV
%XWWKHSULPDU\FKDUJHLVWKDWWKHDVVXPSWLRQVWKDWMXVWLFHDVIDLUQHVVUHOLHVXSRQDUH
IDOVHQRWWKHFKDUJHRILQGRFWULQDWLRQ,W·VDQDORJRXVWRWKHFKDUJHWKDWXWLOLWDULDQV
UHO\XSRQLQGRFWULQDWLRQMXVWEHFDXVHWKHVWDELOLW\RIXWLOLWDULDQLVPZRXOGGHSHQG
XSRQLQGLYLGXDOV·DFFHSWLQJWKHWKHRU\LWVHOIZKLFKLVIDOVH&RQWUDVWWKLVZLWKWKH
FKDUJHWKDWWKH\UHO\XSRQLQGRFWULQDWLRQEHFDXVHWKH\UHO\XSRQLQGLYLGXDOV·
EHOLHYLQJDPRUDOWKHRU\WKDWWKH\WKHPVHOYHVWDNHWREHIDOVHLQWKHVHQVHKLJKOLJKWHG
E\:LOOLDPV·V¶*RYHUQPHQW+RXVHXWLOLWDULDQLVP·MLEH
 

7KHIDOVHEHOLHIVREMHFWLRQPLJKWDOVREHSXWDVDQDQDORJXHRIWKDWMLEH
KRZHYHU+HUHWKHWKRXJKWZRXOGEHQRWWKDWWKHREMHFWFRQFHSWLRQLVIDOVHEXW
WKDW5DZOVLDQVWKHPVHOYHVWDNHLWWREHIDOVHHYHQDVWKH\UHO\RQLQGLYLGXDOV·
DFFHSWDQFHRILWLQZKDWWKH\VHHDVDMXVWVRFLHW\%XWWKHUHLVQRUHDVRQWRVXSSRVH
WKDW5DZOVLDQVGRWDNHLWWREHIDOVH)LUVWZHVKRXOGUHPHPEHUWKDW5DZOVLDQVDQG
ZHPHPEHUVRIOLEHUDO:HVWHUQVRFLHWLHVDOLNHDUHWDNHQWRDIILUPUHDVRQDEOH
FRPSUHKHQVLYHGRFWULQHVRIWKHVRUWWKDWZRXOGEHDIILUPHGE\VRPHLQGLYLGXDOVLQ
WKH5DZOVLDQVRFLHW\DQGVRZHDUHVXSSRVHGWREHDEOHWRHQGRUVHWKHREMHFW
FRQFHSWLRQDQGMXVWLFHDVIDLUQHVVDVFRQVLVWHQWZLWKRXURZQYLHZV:KHQZH
DGYDQFHWKHWKHRU\ZHDUHQRWWDNLQJDVWDQFHZKLFKZHVXSSRVHQRLQGLYLGXDOLQWKH
5DZOVLDQVRFLHW\LWVHOIFRXOGWDNH
 
6HFRQGQRWHWKDW5DZOV·VKHDGILUVWDSSURDFK

  6HH:LOOLDPV´7KH3RLQWRI9LHZRIWKH8QLYHUVHµS
  6HH3/S´$VIRUWKHSRLQWRIYLHZRI\RXDQGPH³WKHSRLQWRIYLHZRIWKHIXOOMXVWLILFDWLRQ
RIMXVWLFHDVIDLUQHVVLQLWVRZQWHUPV³WKLVSRLQWRIYLHZZHPRGHOE\RXUGHVFULSWLRQRIWKH
WKRXJKWDQGMXGJPHQWRIIXOO\DXWRQRPRXVFLWL]HQVLQWKHZHOORUGHUHGVRFLHW\RIMXVWLFHDVIDLUQHVV
)RUWKH\FDQGRDQ\WKLQJZHFDQGRIRUWKH\DUHDQLGHDOGHVFULSWLRQRIZKDWDGHPRFUDWLFVRFLHW\
ZRXOGEHOLNHVKRXOGZHIXOO\KRQRURXUSROLWLFDOFRQFHSWLRQµ
 
FDQEHVHHQDVDQDVSHFWRIDXQLILHGGXDOLVWWKHRU\LQZKLFKDUHJXODWLYHFRQFHSWLRQ
LVDIILUPHGEXWDOVRVXEMHFWHGWRDOHJLWLPDF\WHVW-XVWLFHDVIDLUQHVVLVDIILUPHGEXW
VXEMHFWHGWRWKHWHVWRIVWDELOLW\IRUWKHULJKWUHDVRQV7KHUHJXODWLYHFRQFHSWLRQ
FRPSRQHQWGRHVQRWLQYROYHRQO\WKHDVVHUWLRQZLWKRXWDQ\MXVWLILFDWLRQRIMXVWLFHDV
IDLUQHVVLWLVQRWDQDUELWUDU\PRUDOFRQFHSWLRQLQFXOFDWHGVLPSO\IRUWKHVDNHRI
XQDQLPLW\,WLQYROYHVDUJXLQJIURPSUHPLVHVWKDW5DZOVKLPVHOIDFFHSWV³WKHILUVW
WKLUGRI7KHRU\5DZOVPDNHVSODLQLQKLVODWHUZRUNWKDWKHYLHZV7KHRU\·VDUJXPHQW
IRUMXVWLFHDVIDLUQHVVDVVRXQGTXLWHDSDUWIURPWKHTXHVWLRQRILWVVWDELOLW\
 

6RWR
WKHH[WHQWWKDWMXVWLFHDVIDLUQHVVLVHODERUDWHGIURPWKHREMHFWFRQFHSWLRQLQWKH
UHJXODWLYHFRQFHSWLRQFRPSRQHQWRIWKHGXDOLVWYLHZLWLVFOHDUO\QRWWKHFDVHWKDW
5DZOVKLPVHOIGRHVQRWDFFHSWWKHEHOLHIVWKDWDUHLQFXOFDWHGLQLQGLYLGXDOVXQGHUWKH
LQVWLWXWLRQVRIMXVWLFHDVIDLUQHVV7KLUGFRQVLGHUWKHIDFWWKDW5DZOVHQGRUVHVLQ
ERWKKLVHDUO\DQGKLVODWHUZRUNWKH¶IXOOSXEOLFLW\FRQGLWLRQ·ZKLFK

KDVWRGRZLWKWKHIXOOMXVWLILFDWLRQRIWKHSXEOLFFRQFHSWLRQRIMXVWLFHDVLW
ZRXOGEHSUHVHQWHGLQLWVRZQWHUPV7KLVMXVWLILFDWLRQLQFOXGHVHYHU\WKLQJWKDW
ZHZRXOGVD\³\RXDQG,³ZKHQZHVHWXSMXVWLFHDVIDLUQHVVDQGUHIOHFWZK\
ZHSURFHHGLQRQHZD\UDWKHUWKDQDQRWKHU$WWKLVOHYHO,VXSSRVHWKLVIXOO
MXVWLILFDWLRQDOVRWREHSXEOLFO\NQRZQRUEHWWHUDWOHDVWWREHSXEOLFO\
DYDLODEOH«LIFLWL]HQVZLVKWR>FDUU\SKLORVRSKLFDOUHIOHFWLRQDERXWSROLWLFDOOLIH
WKDWIDU@WKHIXOOMXVWLILFDWLRQLVSUHVHQWLQWKHSXEOLFFXOWXUHUHIOHFWHGLQLWV

 

 6HHHJ3/SS[YLL[YLLLDQG
 
V\VWHPRIODZDQGSROLWLFDOLQVWLWXWLRQVDQGLQWKHPDLQKLVWRULFDOWUDGLWLRQVRI
WKHLULQWHUSUHWDWLRQ
 	

,WLVFOHDUWKDW5DZOVVHHVWKLVDVUHIXWLQJREMHFWLRQVRILQGRFWULQDWLRQLQWKHVHQVH
FXUUHQWO\XQGHUUHYLHZ

:KHQDSROLWLFDOFRQFHSWLRQRIMXVWLFHVDWLVILHV>IXOOSXEOLFLW\@FRQGLWLRQDQG
EDVLFVRFLDODUUDQJHPHQWVDQGLQGLYLGXDODFWLRQVDUHIXOO\MXVWLILDEOHFLWL]HQVFDQ
JLYHUHDVRQVIRUWKHLUEHOLHIVDQGFRQGXFWEHIRUHRQHDQRWKHUFRQILGHQWWKDWWKLV
DYRZHGUHFNRQLQJLWVHOIZLOOVWUHQJWKHQDQGQRWZHDNHQSXEOLFXQGHUVWDQGLQJ
7KHSROLWLFDORUGHUGRHVQRWLWVHHPVGHSHQGRQKLVWRULFDOO\DFFLGHQWDORU
HVWDEOLVKHGGHOXVLRQVRURWKHUPLVWDNHQEHOLHIVUHVWLQJRQWKHGHFHSWLYH
DSSHDUDQFHVRILQVWLWXWLRQVWKDWPLVOHDGXVDVWRKRZWKH\ZRUN
 

7KLVDOVRDQVZHUVWKHORRVHEHOLHIVREMHFWLRQ³WKDWSROLWLFDOOLEHUDOLVPLVUHOLDQW
XSRQLQGLYLGXDOV·IDLOXUHWRWKLQNWKURXJKWKHLUEHOLHIV7KLVFDQEHVHHQDVDFKDUJH
RILQGRFWULQDWLRQEHFDXVHLWLPSOLHVWKDWLILQGLYLGXDOVGLGWKLQNWKURXJKWKHLUEHOLHIV
WKH\ZRXOGFRPHWRFRQFOXVLRQVZKLFKZRXOGXQGHUPLQHWKHVWDELOLW\IRUWKHULJKW
UHDVRQVRIMXVWLFHDVIDLUQHVV6RSROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQWKHLUQRWFRPLQJ
WRWKRVHFRQFOXVLRQV,ILWSUHYHQWVWKHPGRLQJVRLWFDQEHDUJXHGWKDWLWUHOLHV
XSRQLQGRFWULQDWLRQ(YHQLILWGRHVQ·WDFWXDOO\SUHYHQWWKHPGRLQJVREXWPHUHO\
UHOLHVXSRQWKHLUQRWGRLQJVRWKDWVHHPVREMHFWLRQDEOHLQDVLPLODUZD\

  3/S,WLVFOHDUWKDW5DZOVHQGRUVHVIXOOSXEOLFLW\ZKLFKLVPRUHH[WHQVLYHWKDQWKH
FRQGLWLRQRISXEOLFLW\RQWKHSULQFLSOHVFKRVHQLQWKHRULJLQDOSRVLWLRQLQ7KHRU\DVZHOO6HHSS

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 
:KDW5DZOVVD\VDERXWWKHSXEOLFDYDLODELOLW\RIWKHIXOOMXVWLILFDWLRQRIMXVWLFHDV
IDLUQHVVGHPRQVWUDWHVWKDWDWOHDVW5DZOVKLPVHOIGRHVQRWVXSSRVHWKDWLQGLYLGXDOV·
WKLQNLQJWKURXJKWKDWIXOOMXVWLILFDWLRQ³DVHODERUDWHGIURPWKHIXQGDPHQWDOLGHDV³
ZRXOGLPSHULOVWDELOLW\IRUWKHULJKWUHDVRQV6RLIWKHIDLOXUHWKDWWKHREMHFWRULV
UHIHUULQJWRLVWKHIDLOXUHWRUHIOHFWXSRQWKHIXOOMXVWLILFDWLRQRIMXVWLFHDVIDLUQHVV
WKHQFHUWDLQO\5DZOVGRHVQRWWDNHKLPVHOIWREHUHO\LQJXSRQDQ\VXFKWKLQJ
0RUHRYHUQRQHRIWKHDUJXPHQWV,KDYHEHHQRIIHULQJLQWKLVFKDSWHUWRVXSSRVH
WKDWMXVWLFHDVIDLUQHVVFRXOGEHWKHIRFXVRIWKHRYHUODSSLQJFRQVHQVXVUHO\XSRQ
DQ\IDLOXUHRQWKHSDUWRILQGLYLGXDOVWRUHIOHFWXSRQWKHFRPSDWLELOLW\RIWKH
IXQGDPHQWDOHOHPHQWVZLWKWKHLUFRPSUHKHQVLYHGRFWULQHV


 0LVWDNHQLQWHUHVWV
7KHPLVWDNHQLQWHUHVWVREMHFWLRQLVWKDWSROLWLFDOOLEHUDOLVPUHOLHVXSRQLQGLYLGXDOV·
DFWLQJDJDLQVWWKHLURZQLQWHUHVWV,IMXVWLFHDVIDLUQHVV·VVWDELOLW\LQYROYHVWKH
LQFXOFDWLRQLQLQGLYLGXDOVRIWKHREMHFWFRQFHSWLRQDQGWKHFRUUHVSRQGLQJVHQVHRI
MXVWLFHDQGWKLVDPRXQWVWRWKHLQFXOFDWLRQRIDPRWLYDWLRQWRDFWDJDLQVWWKHLURZQ
LQWHUHVWVWKHQZKDWLVDWLVVXHLVSODLQO\LQGRFWULQDWLRQ%XWHYHQLIWKHFKDUJHLVQRW
RILQFXOFDWLRQRIEXWPHUHO\UHOLDQFHXSRQPRWLYDWLRQVFRQWUDU\WRLQGLYLGXDOV·
LQWHUHVWVWKHUHLVFDXVHIRUFRQFHUQ,WZRXOGEHJRRGWRVKRZKRZSROLWLFDO
OLEHUDOLVPDYRLGVLW
7KHZRUU\KHUHLVZKDWWKHFRQJUXHQFHDUJXPHQWLQ7KHRU\LVGHVLJQHGWR
DGGUHVV7KHFRQJUXHQFHDUJXPHQWFODLPVWKDWDQLQGLYLGXDO·VVHQVHRIMXVWLFHLV
FRQJUXHQWZLWKKHUJRRGDVXQGHUVWRRGRQWKHWKLQWKHRU\RIWKHJRRGLQWKHVHQVH
WKDWWKHWKLQWKHRU\VXSSOLHVJURXQGVIRULQGLYLGXDOVWRDIILUPDQGEHKDYHLQ
 
DFFRUGDQFHZLWKWKHLUVHQVHRIMXVWLFH7KHWKLQWKHRU\LVWKHWKHRU\RILQGLYLGXDOV·
UDWLRQDODGYDQWDJHGUDZQXSRQLQWKHVSHFLILFDWLRQRIMXVWLFHDVIDLUQHVV,WLV¶WKLQ·
LQWKDWLWGRHVQRWWDNHLQWRDFFRXQWWKHIXOOVSHFLILFDWLRQRILQGLYLGXDOV·JRRGWKDW
FDQRQO\EHRIIHUHGRQFHZHNQRZWKHFRQWHQWRIMXVWLFH3DUWRIWKHDUJXPHQW
RIIHUVUHDVRQVWRGHQ\WKDWFLUFXPVWDQFHVSURYRNLQJFRQIOLFWEHWZHHQWKHVHQVHRI
MXVWLFHDQGLQGLYLGXDOV·JRRGZLOODULVH%XWDQRWKHUSDUWRILWUHOLHVXSRQ.DQWLDQ
FRQVLGHUDWLRQVZKLFKDUHVXSSRVHGWRVKRZWKDWWKHVHQVHRIMXVWLFHLVLWVHOIDQ
HVVHQWLDOSDUWRILQGLYLGXDOV·JRRG%ULHIO\WKHLGHDLVWKDWLQGLYLGXDOV·WUXHQDWXUHLV
H[SUHVVHGRQO\LQDFWLQJIURPWKHVHQVHRIMXVWLFHDQGLWHVWDEOLVKHVWKHYHU\VWURQJ
FRQFOXVLRQWKDWLQGLYLGXDOVZRXOGEHLUUDWLRQDOQRWWRDFWLQDFFRUGDQFHZLWKWKHLU
VHQVHRIMXVWLFH
 
%HFDXVHLWUHOLHVRQ.DQWLDQFRQVLGHUDWLRQVLWFDQQRWVLPSO\EH
UHLQYRNHGKHUHWKHSROLWLFDOFRQFHSWLRQFDQQRWGUDZXSRQHOHPHQWVRI
FRPSUHKHQVLYHGRFWULQHV
:HPLJKWWU\WRDQVZHUWKHPLVWDNHQLQWHUHVWVREMHFWLRQE\UXQQLQJWKHVDPH
NLQGRIDUJXPHQWEXWZLWKDQXQGHUVWDQGLQJRILQGLYLGXDOV·JRRGZKLFKLVJLYHQE\D
WKHRU\ZKLFKGRHVQRWLQFOXGHWKHFRQWURYHUVLDO.DQWLDQLPSOLFDWLRQV6RWKH
FKDOOHQJHLVWRVKRZILUVWWKDWZHFDQVRWRVSHDNGH.DQWWKHWKLQWKHRU\DQGDOVR
GHULYHLWZLWKRXWUHIHUHQFHWRDQ\RWKHUFRQWURYHUVLDOGRFWULQHDQGVHFRQGWKDWWKH
FRQJUXHQFHDUJXPHQWFDQVXFFHVVIXOO\HPSOR\WKHGH.DQWHGYHUVLRQ
1RZWKHSROLWLFDOSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVLVVXSSRVHGWRXVHD
FRQFHSWLRQRILQGLYLGXDOV·JRRGZKLFKLVDWOHDVWQRPRUHFRQWURYHUVLDOWKDQWKH
IXQGDPHQWDOHOHPHQWVRIWKHSROLWLFDOFRQFHSWLRQ5DZOVDUJXHVWKDWIURPWKH
FRQFHSWLRQRIWKHSHUVRQLPSOLFLWLQWKHREMHFWFRQFHSWLRQRIVRFLHW\WRJHWKHUZLWK
´YDULRXVFRPPRQVHQVHSV\FKRORJLFDOIDFWVDERXWKXPDQQHHGVWKHLUSKDVHVRI

  6HHWKHUHIHUHQFHVLQQRWHDERYH
 
GHYHORSPHQWDQGVRRQµ
 
ZHFDQGHULYHD¶SROLWLFDOLGHD·RILQGLYLGXDOV·JRRG
ZKLFK´UHVSHFW>V@WKHOLPLWVRIDQGVHUYH>V@DUROHZLWKLQWKHSROLWLFDOFRQFHSWLRQRI
MXVWLFHµ

7KLVLGHDDVLWWXUQVRXWLVVXEVWDQWLDOO\YHU\VLPLODUWRWKHWKLQWKHRU\RI
WKHJRRGDGYDQFHGLQ7KHRU\
 
DQGJURXQGVPXFKWKHVDPHOLVWRISULPDU\JRRGVDV
WKHLQWHUSHUVRQDOPHWULFDSSURSULDWHIRUMXVWLFHDVIDLUQHVV,WFRXOGWKHUHIRUHEH
GUDZQXSRQLQDYHUVLRQRIWKHFRQJUXHQFHDUJXPHQW
+RZDUHZHVXSSRVHGWREHDEOHWRGHULYHWKHSROLWLFDOLGHDRILQGLYLGXDOV·JRRG
IURPWKHVHPDWHULDOV"7KHXVHRISULPDU\JRRGVDVWKHEDVLVRILQWHUSHUVRQDO
FRPSDULVRQVLVVDLGLQ7KHRU\WREHDFFRXQWHGIRUSDUWO\E\WKHLGHDRI¶JRRGQHVVDV
UDWLRQDOLW\·DQGSDUWO\E\´JHQHUDOIDFWVDERXWKXPDQZDQWVDQGDELOLWLHVWKHLU
FKDUDFWHULVWLFSKDVHVDQGUHTXLUHPHQWVRIQXUWXUHWKH$ULVWRWHOLDQ3ULQFLSOHDQGWKH
QHFHVVLWLHVRIVRFLDOLQWHUGHSHQGHQFHµ

7KH\DUHWKHJRRGVWKDW´LWLVUDWLRQDOWR
ZDQW«ZKDWHYHUHOVHLVZDQWHGµ

$FFRUGLQJWR¶JRRGQHVVDVUDWLRQDOLW\·D¶KXPDQ
JRRG·LVVRPHWKLQJZKLFK´KDVWKHSURSHUWLHVWKDWLWLVUDWLRQDOIRUVRPHRQHZLWKD
UDWLRQDOSODQRIOLIHWRZDQWµ

$UDWLRQDOO\SODQQHGOLIHLVDOLIHWKDWLV´FRQVLVWHQW
ZLWK«SULQFLSOHVRIUDWLRQDOFKRLFHZKHQWKHVHDUHDSSOLHGWRDOOWKHUHOHYDQW
IHDWXUHVRI>WKHSHUVRQ·V@VLWXDWLRQDQG«LVWKDWSODQDPRQJWKRVHPHHWLQJWKLV
FRQGLWLRQZKLFKZRXOGEHFKRVHQE\KLPZLWKIXOOGHOLEHUDWLYHUDWLRQDOLW\WKDWLV

  3/SQ
 3/S
 6HH3/SSQLQZKLFK5DZOVFODLPVWKDW´QHDUO\DOOWKHVWUXFWXUHDQGVXEVWDQWLYH
FRQWHQWRIMXVWLFHDVIDLUQHVV>DVSUHVHQWHGLQ7KHRU\@LQFOXGLQJJRRGQHVVDVUDWLRQDOLW\JRHVRYHU
XQFKDQJHGLQWRWKDWFRQFHSWLRQDVDSROLWLFDORQHµ
 7KHRU\S
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 7KHRU\S
 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ZLWKIXOODZDUHQHVVRIWKHUHOHYDQWIDFWVDQGDIWHUDFDUHIXOFRQVLGHUDWLRQRIWKH
FRQVHTXHQFHVµ


&KRRVLQJZLWKIXOOGHOLEHUDWLYHUDWLRQDOLW\LV´FDUHIXOUHIOHFWLRQLQ
ZKLFKWKHDJHQWUHYLHZ>V@LQWKHOLJKWRIDOOWKHUHOHYDQWIDFWVZKDWLWZRXOGEHOLNH
WRFDUU\RXW>YDULRXVDYDLODEOH@SODQVDQGWKHUHE\DVFHUWDLQ>V@WKHFRXUVHRIDFWLRQ
WKDWZRXOGEHVWUHDOL]HKLVPRUHIXQGDPHQWDOGHVLUHVµ
	
$JRRGWKHQLV
VRPHWKLQJZKLFKFRQWULEXWHVWRWKHVDWLVIDFWLRQRIWKHFDUHIXOFRQVLGHUHGZHOO
LQIRUPHGSODQRIVRPHRQHZKRLVWU\LQJWRUHDOL]HKHUPRVWIXQGDPHQWDOGHVLUHV
7KLVPXFKWKRXJKIDLUO\FRPSOH[VHHPVXQFRQWURYHUVLDOHQRXJKWREHSDUWRIWKH
IXQGDPHQWDOSROLWLFDOFRQFHSWLRQRIWKHSHUVRQDVUDWLRQDOLQGHHG5DZOVVD\VDV
PXFKDW3/SS,Q3/5DZOVDOVRHQGRUVHVEDVLQJWKHWKLQWKHRU\RQWKH
JHQHUDOIDFWVDERXWKXPDQZDQWVDQGDELOLWLHVDQGVRRQDGGLQJRQO\WKDWZHDUH
DOVRWREHJXLGHGE\WKHSROLWLFDOFRQFHSWLRQRIWKHSHUVRQDQGHPSKDWLFDOO\QRWRQH
VXFKDVWKDWRIWKH.DQWLDQLQWHUSUHWDWLRQEHORQJLQJWRDQ\VLQJOHFRPSUHKHQVLYH
GRFWULQH+HZULWHVWKDW´WRLGHQWLI\WKHSULPDU\JRRGVZHORRNWRVRFLDO
EDFNJURXQGFRQGLWLRQVDQGJHQHUDODOOSXUSRVHPHDQVQRUPDOO\QHHGHGIRU
GHYHORSLQJDQGH[HUFLVLQJWKHWZRPRUDOSRZHUV>IRUDVHQVHRIMXVWLFHDQGIRUD
FRQFHSWLRQRIWKHJRRG@DQGIRUHIIHFWLYHO\SXUVXLQJFRQFHSWLRQVRIWKHJRRGZLWK
ZLGHO\GLIIHUHQWFRQWHQWVµ

DVZHOODV´WKHIUDPHZRUNRIJRRGQHVVDVUDWLRQDOLW\
DQGWKHEDVLFIDFWVRIVRFLDOOLIHDQGWKHFRQGLWLRQVRIKXPDQJURZWKDQG
QXUWXUHµ

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8OWLPDWHO\WKLVLQYROYHV´LGHQWLI\LQJDSDUWLDOVLPLODULW\LQWKHVWUXFWXUHRI
FLWL]HQV·SHUPLVVLEOH>FRPSUHKHQVLYH@FRQFHSWLRQVRIWKHJRRGµ

¶3HUPLVVLEOH
FRQFHSWLRQVRIWKHJRRG·KHUHPHDQV´WKRVHWKDWUHVSHFWWKHSULQFLSOHVRIMXVWLFHµ
 

7KDWPDNHVLWVHHPWKDWZHDUHWRDVNDERXWWKHSXUVXLWRIZKLFKFRPSUHKHQVLYH
GRFWULQHVZRXOGEHSHUPLWWHGE\MXVWLFHDVIDLUQHVVDQGWKHQILQGRXWZKLFKJRRGVLW
ZRXOGEHUDWLRQDOWRZDQWUHJDUGOHVVRIZKLFKSDUWLFXODUGRFWULQHDPRQJWKHVHRQH
DIILUPHG%XWWKDWLVVXUHO\DPLVWDNH)RUDV5DZOVQRWHVLQ7KHRU\´>W@KH
FRQVWUDLQWVRIWKHSULQFLSOHVRIMXVWLFHFDQQRWEHXVHGWRGUDZXSWKHOLVWRISULPDU\
JRRGVWKDWVHUYHVDVSDUWRIWKHGHVFULSWLRQRIWKHLQLWLDOVLWXDWLRQ7KHUHDVRQLVRI
FRXUVHWKDWWKLVOLVWLVRQHRIWKHSUHPLVHVIURPZKLFKWKHFKRLFHRISULQFLSOHVRI
ULJKWLVGHULYHG7RFLWHWKHVHSULQFLSOHVLQH[SODLQLQJWKHOLVWZRXOGEHDFLUFXODU
DUJXPHQWµ
  

:HFDQKRZHYHUJLYHDQRQFLUFXODUVHQVHWR5DZOV·VUHVWULFWLRQWRSHUPLVVLEOH
FRPSUHKHQVLYHFRQFHSWLRQV&RQVLGHUKRZWKHVWUXFWXUHRISROLWLFDOOLEHUDOLVP
VXJJHVWVWKDWWKHFRPSUHKHQVLYHGRFWULQHVWKDWZHDUHWRGUDZRQLQIRUPXODWLQJWKH
OLVWRISULPDU\JRRGVVKRXOGEHLGHQWLILHG,IWKHDFWXDOFRQWUDFWXDOLVWMXVWLILFDWLRQRI
WKHSULQFLSOHVRIMXVWLFHDULVHVIURPWKHIDFWWKDWMXVWLFHDVIDLUQHVVLVWKHIRFXVRIDQ
RYHUODSSLQJFRQVHQVXVHDFKSHUVRQDFWXDOO\DFFHSWVWKHSROLWLFDOFRQFHSWLRQWKHQ
WKHEDVLVRIWKHXVHRIWKHOLVWRISULPDU\JRRGVGHULYHVXOWLPDWHO\IURPWKHIDFWWKDW
WKLVOLVWLVHQGRUVHGE\DOOPHPEHUVRIWKHFRQVHQVXV%XWLIWKHRYHUODSSLQJ

 3/S5DZOVRIWHQSOD\VGRZQWKLVIDFWVXJJHVWLQJIRUH[DPSOHWKDWLQIRUPXODWLQJWKHOLVW
RISULPDU\JRRGV´>Z@HOHDYHDVLGHFRPSUHKHQVLYHGRFWULQHVWKDWQRZH[LVWRUWKDWKDYHH[LVWHGRU
WKDWPLJKWH[LVWµS%XWLGHQWLI\LQJSDUWLDOVWUXFWXUDOVLPLODULWLHVPXVWVXUHO\LQYROYHFRQVLGHULQJ
FRPSUHKHQVLYHGRFWULQHVDVWKH\QRZRUPLJKWH[LVW:KDWHOVHDUHZHWRFRQVLGHU"
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FRQVHQVXVLVVHFXUHG³DQGIRUWKHSXUSRVHVRITXHVWLRQVRILQGRFWULQDWLRQWKDWLV
WKHVLWXDWLRQWKDWZHDUHDVNLQJDERXW³WKHQLWLVWUXHWKDWMXVWLFHDVIDLUQHVVUHFHLYHV
VXSSRUWIURPZLWKLQHDFKRIWKHUHDVRQDEOHFRPSUHKHQVLYHGRFWULQHVLQTXHVWLRQ
DQGLQWXUQWKH\HDFKFRQIRUPWRWKHSULQFLSOHVRIMXVWLFH6RWKHFRPSUHKHQVLYH
GRFWULQHVDPRQJZKLFKZHVKRXOGORRNIRUSDUWLDOVWUXFWXUDOVLPLODULWLHVLQGUDZLQJ
XSWKHOLVWRISULPDU\JRRGVDUHPHPEHUVRIWKHVHWRISHUPLVVLEOHFRQFHSWLRQVRI
WKHJRRG0RUHRYHUVLQFHVWDELOLW\IRUWKHULJKWUHDVRQVLVVWDELOLW\IRUPDQ\
JHQHUDWLRQV
 
WKHUDQJHRIUHDVRQDEOHFRPSUHKHQVLYHFRQFHSWLRQVOLNHO\WRIORXULVK
DQGZKLFKVKRXOGWKHUHIRUHEHLQFOXGHGLQWKHVXUYH\VLQFHWKH\ZLOOEHLQFOXGHGLQ
WKHRYHUODSSLQJFRQVHQVXVZLOOWHQGWRZDUGVWKHIXOOUDQJHRIYLHZVLQWKHVHWRI
SHUPLVVLEOHEXWVWLOOSODXVLEOHFRPSUHKHQVLYHFRQFHSWLRQV7KXV5DZOV·V
UHVWULFWLRQWRSHUPLVVLEOHFRQFHSWLRQVWKRXJKDWILUVWVLJKWSUREOHPDWLFWXUQVRXWWR
KDYHDQLQQRFXRXVLQWHUSUHWDWLRQ
 
7KHWKLQWKHRU\DQGWKXVWKHSULPDU\JRRGV
FDQWKHUHIRUHEHQRQFLUFXODUO\DQGXQFRQWURYHUVLDOO\GHULYHG

  6HHHJ3/S
  7KLVLQWHUSUHWDWLRQDFFRUGVZHOOZLWKWKHSDUDOOHOWKDW5DZOVGUDZVEHWZHHQ6FDQORQ·V
¶FRQYHQWLRQDOLVW·LQWHUSUHWDWLRQRIKLVFRQFHSWRIXUJHQF\RIFRQFHUQVDQGWKHFRQFHSWLRQRI
SULPDU\JRRGVDVFLWL]HQV·QHHGV3/SQ7KHFRQYHQWLRQDOLVWLQWHUSUHWDWLRQEDVHGRQ
XVHIXOQHVVLQFLUFXPVWDQFHVRISOXUDOLVPFRQWUDVWVZLWKD¶QDWXUDOLVW·LQWHUSUHWDWLRQZKLFKVHHV
XUJHQF\DV´WKHREMHFWLYHWUXWKDERXWZKLFKLQWHUHVWVDUHPRUHLPSRUWDQWDQGZKLFKDUHOHVVVRµ
6FDQORQ´3UHIHUHQFHDQG8UJHQF\µS,IZHEHJLQDWWKHRXWVHWZLWKDVXUYH\RIDFWXDO
FRQFHSWLRQVRIWKHJRRGLQ5DZOVLDQVRFLHW\ZHFRPHFORVHUWRWKHFRQYHQWLRQDOLVWDSSURDFK,
VXEPLWWKDQLIZHEHJLQZLWKDVXUYH\RISRVVLEOHSHUPLVVLEOHFRQFHSWLRQVWKRXJKLQIDFWDVLWWXUQVRXW
WKHVHPD\EHFORVHWRFRH[WHQVLYH)RUWKHODWWHUVXUYH\PXVWEHSUHPLVHGRQWKHLGHDWKDWSULPDU\
JRRGVDUHWREHFRQFHLYHGQRWDVDFWXDOFLWL]HQV·QHHGVEXWDVSRVVLEOHFLWL]HQV·QHHGV6LQFHQRQHRI
WKHVHQHHGHYHUDFWXDOO\H[LVWLQRUGHUWRGRMXVWLI\LQJZRUNLIWKH\DUHLQFOXGHGLQWKHVXUYH\LWLVOHVV
 
7KHWKLQWKHRU\JLYHVXVVRPHUHDVRQVWRVXSSRVHWKDWWKHVHQVHRIMXVWLFHLVQRW
FRQWUDU\WRLQGLYLGXDOV·JRRG)LUVWDVLQWKHRULJLQDOFRQJUXHQFHDUJXPHQWZHFDQ
SRLQWRXWWKDWD5DZOVLDQVRFLHW\SURYLGHVHYHQLWVZRUVWRIIPHPEHUVZLWK
´DGHTXDWHDOOSXUSRVHPHDQVµWRGHYHORSDQGH[HUFLVHWKHWZRPRUDOSRZHUV³
VRPHWKLQJZKLFKLVDJRRGIRULQGLYLGXDOVZKRDUHFRQFHLYHGDVHVVHQWLDOO\KDYLQJ
DQLQWHUHVWLQGHYHORSLQJDQGH[HUFLVLQJWKRVHSRZHUV
 
6HFRQGZHFDQDUJXHWKDW
D5DZOVLDQVRFLHW\SURYLGHVWKHVRFLDOEDVHVRIVHOIUHVSHFWZKLFKDOVRIHDWXUH
DPRQJWKHSULPDU\JRRGV7KLUGDJDLQIROORZLQJWKHRULJLQDOFRQJUXHQFH
DUJXPHQWZHFDQDUJXHWKDWSDUWLFLSDWLRQLQDZHOORUGHUHGVRFLHW\RIMXVWLFHDV
IDLUQHVVLVH[SHULHQFHGDVDJRRG
 

7KLVPLJKWGHSHQGRQWKH$ULVWRWHOLDQ
SULQFLSOHDVLWGRHVLQ7KHRU\EXWLQ3/5DZOVDSSHDUVVLPSO\WRGUDZRQDQ
HPSLULFDONQRZOHGJHRIGHPRFUDWLFVRFLHWLHV:HFDQDOVRGUDZRQ5DZOV·V
FRPPHQWVDERXWVSHFLDOSV\FKRORJLHVLQ7KHRU\
 	
,QRWKHUZRUGVJLYHQPXFKWKH
VDPHWKHRU\RILQGLYLGXDOV·JRRGZHFDQLQYRNHPXFKWKHVDPHVHWRI
FRQVLGHUDWLRQVLQIDYRXURIWKHYLHZWKDWDVHQVHRIMXVWLFHDVIDLUQHVVDQGWKH
5DZOVLDQVRFLHW\LQZKLFKLQGLYLGXDOVDUHEURXJKWXSWRKDYHWKDWVHQVHZLOOQRW
FRQIOLFWZLWKLQGLYLGXDOV·JRRGRQWKDWWKHRU\
:KDWZHFDQQRWLQYRNHKRZHYHULVWKHPRVWSRZHUIXORIWKHDUJXPHQWVWKDW
5DZOVJLYHVLQ7KHRU\WRVXSSRVHWKDWWKHUHZLOOEHQRVXFKFRQIOLFW7KDWLVWKH
DUJXPHQWZKLFKLQYRNHVWKH.DQWLDQLGHDWKDWDFWLQJRQWKHVHQVHRIMXVWLFHLVDQ
H[SUHVVLRQRILQGLYLGXDOV·IXQGDPHQWDOQDWXUH:LWKRXWLWWKHFRQVLGHUDWLRQVLQ

SODXVLEOHWRVXSSRVHWKDWZHDUHDGRSWLQJDQLQWHUSUHWDWLRQRIFLWL]HQV·QHHGVEDVHGRQLWVXVHIXOQHVV
XQGHUWKHDFWXDOSOXUDOLVWLFFLUFXPVWDQFHVWKDWIDFHXV
  6HH3/SSDQG7KHRU\S

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IDYRXURIFRQJUXHQFHWKDW,KDYHMXVWOLVWHGPD\VHHPUDWKHUZHDN,QSDUWLFXODU
WKH\PD\VHHPPHUHO\WRIODJWKDWMXVWLFHDVIDLUQHVVLVQ·WLQWHUQDOO\LQFRQVLVWHQWLQ
WKHVHQVHWKDWWKHFRQFHSWLRQRILQGLYLGXDOV·JRRGLWHPSOR\VDWWKHEHJLQQLQJLVQ·W
XQGHUPLQHGDWWKHHQG,Q7KHRU\WKLVLVSUHFLVHO\ZKDWWKHFRQJUXHQFHDUJXPHQWLV
VXSSRVHGWRGR%XWZLWKWKDWDUJXPHQWZHDUHDVNLQJDERXWDFRQFHSWLRQRI
LQGLYLGXDOV·JRRGZKLFKZDVFRPSUHKHQVLYH7KHTXHVWLRQLVLVWKHIXQGDPHQWDO
FRQFHSWLRQRIWKHSHUVRQZKLFKZHKDYHXVHGLQVHWWLQJXSMXVWLFHDVIDLUQHVVDQG
ZKLFKZHDVVXPHWREHWUXHDQGFRPSUHKHQVLYHVXSSRUWHGRUXQGHUPLQHGE\WKH
VRFLHW\ZKLFKZHHQYLVDJHXQGHUWKHLQVWLWXWLRQVRIMXVWLFHDVIDLUQHVV":KHQZHQR
ORQJHUWDNHWKHIXQGDPHQWDOFRQFHSWLRQRIWKHSHUVRQZKLFKZHHPSOR\LQVHWWLQJ
XSMXVWLFHDVIDLUQHVVWREHFRPSUHKHQVLYHZKHQZHWDNHLWWREHOHVVWKDQWKHZKROH
VWRU\DERXWLQGLYLGXDOV·JRRGILQGLQJRXWWKDWLWLVQRWXQGHUPLQHGE\WKHVRFLHW\
ZHHQYLVDJHVHHPVWROHDYHLPSRUWDQWTXHVWLRQVXQDQVZHUHG:HZDQWWRVD\
SHUKDSVLQGHHGWKHJRRGRQWKLVWKHSROLWLFDOFRQFHSWLRQRILQGLYLGXDOV·JRRGLV
VHFXUHG%XWZKDWDERXWWKHJRRGRQLQGLYLGXDOV·RZQFRQFHSWLRQVRIWKHJRRG³
ZKLFKFRQFHSWLRQVWKHFRQFHSWLRQRIWKHSHUVRQHPSOR\HGLQVHWWLQJXVMXVWLFHDV
IDLUQHVVQRORQJHULPSOLHVDUHVLPSO\PLVWDNHQ"
7KLVLVDUHDVRQDEOHTXHVWLRQDQGLWVXJJHVWVWKDWWKHPLVWDNHQLQWHUHVWV
REMHFWLRQLVQRWIXOO\DQVZHUHGE\WKHDSSHDOWRFRQJUXHQFH+RZHYHUQRZWKDWZH
KDYHGLVWLQJXLVKHGWKHZRUU\IURPWKDWZKLFKLVDQVZHUHGE\WKHDSSHDOWR
FRQJUXHQFHLWVKRXOGEHFOHDUWKDWZHKDYHDOUHDG\DQVZHUHGLWLQGHDOLQJZLWKWKH
TXHVWLRQKRZWKHYDULRXVUHDVRQDEOHFRPSUHKHQVLYHGRFWULQHVLQD5DZOVLDQVRFLHW\
DUHPHDQWWRVXSSRUWWKHSROLWLFDOFRQFHSWLRQRIMXVWLFHDVIDLUQHVV³KRZWKDWLVWKH
RYHUODSSLQJFRQVHQVXVLVVXSSRVHGWREHVHFXUHG)RUWKHDQVZHUWRWKDW³ZKLFK
DSSHDOHGWRWKHFDXVDOIDFWXDODUJXPHQWHPSLULFDOIDFWVDERXWWKHGRFWULQHVOLNHO\WR
IORXULVKXQGHUMXVWLFHDVIDLUQHVVDQGWKHLPSRUWDQFHRIWKHYDOXHVRIWKHSROLWLFDO³
 
LVDOVRDQDQVZHUWRWKHTXHVWLRQLVMXVWLFHDVIDLUQHVVFRQVLVWHQWZLWKLQGLYLGXDOV·
JRRGDVWKH\WKHPVHOYHVFRQFHLYHLW"7KHLUUHDVRQDEOHFRPSUHKHQVLYHGRFWULQHVDUH
WKHVRXUFHRIRXUXQGHUVWDQGLQJRIWKHLUFRQFHSWLRQRIWKHLURZQJRRGDQGWKHVHLW
LVDUJXHGDOVRFRQWDLQZLWKLQWKHPWKHJURXQGVRIHDFKLQGLYLGXDO·VHQGRUVHPHQW
DQGSULRULWLVDWLRQRIWKHYDOXHVRIMXVWLFHDVIDLUQHVV,IWKH\GRQ·WRIFRXUVHMXVWLFH
DVIDLUQHVVLVQ·WDFKLHYHGDQ\ZD\VRFDQ·WEHVDLGWREHUHOLDQWRQDQ\RQH·VDFWLQJ
DJDLQVWWKHLURZQJRRGDQGLIWKH\GRLWHYLGHQWO\LVQ·WVHFXUHGWKURXJKWKHLUDFWLQJ
DJDLQVWWKHLURZQFRQFHSWLRQVRIWKHJRRG7RWKHH[WHQWWKDWZHUHPDLQZRUULHG
DERXWLQGRFWULQDWLRQDIWHUKHDULQJWKLVUHSO\,VXJJHVWWKDWWKDWLVEHFDXVHRIWKH
IRUFHRIWKHIRXUWKDQGILQDOYHUVLRQRIWKHFKDUJHRILQGRFWULQDWLRQWKHZURQJ
EDFNJURXQGREMHFWLRQ7RWKDW,QRZWXUQ


 :URQJEDFNJURXQG
$FFRUGLQJWRWKHZURQJEDFNJURXQGREMHFWLRQSROLWLFDOOLEHUDOLVPLVUHOLDQWXSRQ
LQGLYLGXDOV·KDYLQJEHHQEURXJKWXSLQFRQGLWLRQVRWKHUWKDQWKRVHXQGHUZKLFK
WKH\RXJKWWRKDYHEHHQEURXJKWXS,I\RXUHPDLQXQFRQYLQFHGWKDWSROLWLFDO
OLEHUDOLVPLVQRWUHOLDQWXSRQLQGRFWULQDWLRQDIWHUUHDGLQJP\UHVSRQVHVWRWKHILUVW
WKUHHYHUVLRQVRIWKHLQGRFWULQDWLRQFKDUJH,WKLQNWKDWWKLVPXVWEHXOWLPDWHO\ZKDW
ZRUULHV\RX7KHWKRXJKWXQGHUO\LQJWKLVREMHFWLRQLVWKDWLIMXVWLFHDVIDLUQHVVLV
VWDEOHIRUWKHULJKWUHDVRQV³WKDWLVLILWFDQEHWKHIRFXVRIWKHRYHUODSSLQJ
FRQVHQVXVLQWKHZD\WKDWZHSUHGLFW³WKDWLVRQO\EHFDXVHLWVLQVWLWXWLRQVVKDSH
LQGLYLGXDOVXQGHUWKHPVRWKDWWKH\GRQRWDIILUPDQ\RIDUDQJHRIUHDVRQDEOHYLHZV
ZKLFKLQYROYHUHMHFWLQJWKHSULRULW\RIWKHYDOXHVRIMXVWLFHDVIDLUQHVV6RIRU
H[DPSOHZHFDQHDVLO\LPDJLQHVRPHRQHZKRILWVWKHIROORZLQJFULWHULD
 

VKHLVSUHSDUHGWRPRGLI\KHUYLHZVLQWKHOLJKWRIRWKHUV·
HYHQDIWHUVXFKPRGLILFDWLRQVKHUHMHFWVWKHHODERUDWLRQRIIDLUQHVVRU
WKHDFFRXQWRISULPDU\JRRGVDVFLWL]HQV·QHHGVZKLFKXOWLPDWHO\
SURGXFHMXVWLFHDVIDLUQHVVRUVKHGRHVQ·WVHHVRFLHW\DVDIDLUV\VWHPRI
FRRSHUDWLRQ

7KHDFWXDOFRQWUDFWXDOLVWWHVWWKDW5DZOVLDQK\EULGFRQWUDFWXDOLVPVHWVUHTXLUHVWKLV
SHUVRQ·VPHPEHUVKLSLQWKHRYHUODSSLQJFRQVHQVXV
 
+HUHQGRUVHPHQWLV
QHFHVVDU\IRUWKHVWDELOLW\IRUWKHULJKWUHDVRQVRIMXVWLFHDVIDLUQHVV%XWKHU
FRPSUHKHQVLYHGRFWULQHFRQIOLFWVZLWKWKHSUHPLVHVRIMXVWLFHDVIDLUQHVVDQGVRVKH
FRXOGQRWEHDPHPEHURIWKHRYHUODSSLQJFRQVHQVXV,WZRXOGQRWEHUHDVRQDEOH
WRH[SHFWKHUWRDFFHSWMXVWLFHDVIDLUQHVV6RVWDELOLW\IRUWKHULJKWUHDVRQVZRXOG
QRWEHVHFXUHG
:KDWWKH5DZOVLDQYLHZ,DPDUJXLQJIRUVD\VDERXWWKLVSHUVRQLVWKDWVKH
ZRXOGQRWH[LVWLQWKH5DZOVLDQVRFLHW\7KHDFFRXQWRISULPDU\JRRGVDVFLWL]HQV·
QHHGVUHVWVRQVWUXFWXUDOVLPLODULWLHVDPRQJDOOUHDVRQDEOHLQGLYLGXDOV·
FRPSUHKHQVLYHFRQFHSWLRQVRIWKHJRRGHYHU\RQHFRQFHLYHVRIVRFLHW\DVSURSHUO\D
IDLUV\VWHPRIFRRSHUDWLRQWKHHODERUDWLRQRIWKLVLGHDRIIDLUQHVVLVRQHZKLFKILWV
ZLWKHYHU\RQH·VYLHZ:HSUHGLFWDOOWKLVLQWKHOLJKWRIWKHEURDGFDXVDOIDFWXDO
DUJXPHQWVHHVHFWLRQDERYHWKHWHQGHQFLHVFUHDWHGE\WKHDVVXPSWLRQRIJHQHUDO
UHDVRQDEOHQHVVDQGWKHSULRULW\EXLOWLQWRYDOXHVDVVRFLDWHGZLWKVRFLHW\WKH

  :HFRXOGLQIDFWUHVWULFWWKHFULWHULDWRDORQHDQGVWLOOKDYHWKHSUREOHPEHFDXVHRIWKHZLGH
XQUHDVRQDEOHLQFOXGLQJVSHFLILFDWLRQRIWKHYDULDEOHRIVFRSHWKDW,DUJXHGIRULQ&KDSWHUDERYH
,WPDNHVWKHREMHFWLRQFOHDUHUDQGVWURQJHUKRZHYHUWRIRFXVRQWKHSRVVLELOLW\RIVRPHRQHZKRLV
UHDVRQDEOHE\WKHK\EULGFRQWUDFWXDOLVW·VRZQOLJKWV
 
JURXQGZRUNRIRXUH[LVWHQFH2IFRXUVHLWLVSRVVLEOHWKDWVWDELOLW\IRUWKHULJKW
UHDVRQVZRQ·WEHVHFXUHGHLWKHUEHFDXVHWKHVHSUHGLFWLRQVDUHXQMXVWLILHGRUEHFDXVH
WKRXJKWKH\DUHJHQHUDOO\MXVWLILHGWKH\PD\VRPHWLPHVJRXQIXOILOOHG%XWWKDWLV
QRWWKHREMHFWLRQ7KHREMHFWLRQLVWKDWZKHQLWLVVHFXUHGDQGWKHVHSUHGLFWLRQVDUH
FRUUHFWLWLVVHFXUHGDQGWKH\DUHFRUUHFWEHFDXVH5DZOVLDQLQVWLWXWLRQVSDUWLFXODUO\
LQWKHLULQFXOFDWLRQRIWKHREMHFWFRQFHSWLRQDQGVHQVHRIMXVWLFHPDNHLWVR7KH
UHDVRQWKDWWKHSHUVRQGRHVQRWH[LVWLVWKDW5DZOVLDQLQVWLWXWLRQVSUHYHQWDQ\RQH
IURPEHFRPLQJKHUHYHQWKRXJKVKHFDQQRWEHFRQGHPQHGLQWKHEDVLFPRUDOFRLQ
RIUHDVRQDEOHQHVVXSRQZKLFKSROLWLFDOOLEHUDOLVPUHVWV%XWLIVKHKDGQRWEHHQ
SUHYHQWHGIURPH[LVWLQJVRWRVSHDNWKHQVWDELOLW\IRUWKHULJKWUHDVRQVZRXOGQRW
KDYHEHHQDFKLHYDEOH6WDELOLW\IRUWKHULJKWUHDVRQVLVWKHUHIRUHQRWKLQJPRUHWKDQ
VHOISHUSHWXDWLRQWKURXJKLQGRFWULQDWLRQ
,ZDQWWRRIIHUWZRUHSOLHVWRWKLVREMHFWLRQ7KHILUVWEHJLQVZLWKWKH
REVHUYDWLRQWKDWQRVRFLDOZRUOGIDLOVWRVKDSHWKHYLHZVRIWKRVHZKRDUHEURXJKW
XSLQLW7KDWEHLQJVRLWFDQQRWEHDQREMHFWLRQLQLWVHOIWKDWLQGLYLGXDOVKDYHEHHQ
VKDSHGE\LQVWLWXWLRQV7KHREMHFWLRQKDVWREHWKDWLQGLYLGXDOVKDYHEHHQVKDSHG
E\WKHLQVWLWXWLRQVRIWKHYHU\PRUDOFRQFHSWLRQDFFHSWDQFHRIZKLFKE\WKRVHVDPH
LQGLYLGXDOVLVVXSSRVHGWRFRXQWDVDQDUJXPHQWIRULW%XWZKDWDUHWKH
DOWHUQDWLYHV",VWKHUHVRPHVRFLDOZRUOGWKDWWKHREMHFWRUFDQSRLQWWRLQZKLFK
LQGLYLGXDOVRXJKWWREHEURXJKWXSIRUWKHLUDFFHSWDQFHRIMXVWLFHDVIDLUQHVVWRFRXQW
DVXQLQGRFWULQDWHG"7ZRVXJJHVWLRQVFRPHWRPLQG)LUVWDVRFLDOZRUOGLQZKLFK
LQGLYLGXDOVDUHDEOHFDUHIXOO\WRFRQVLGHUWKHPRUDOODQGVFDSHDQGIUHHO\WRHQGRUVH
WKHPRUDOFRQFHSWLRQWKDWWKH\FRQFOXGHLVEHVWMXVWLILHGDIWHUVXFKFRQVLGHUDWLRQ
7KLVPLJKWEHWKHVXJJHVWLRQRID/RFNHDQ,QUHVSRQVHWRWKLVVXJJHVWLRQZHFDQ
VLPSO\SRLQWRXWWKDWWKH5DZOVLDQVRFLHW\LQZKLFKVXIILFLHQWOLEHUWLHVDQGSULPDU\
JRRGVIRUWKHGHYHORSPHQWDQGH[HUFLVHRIWKHWZRPRUDOSRZHUVDUHJXDUDQWHHG
 
DQGLQZKLFKIXOOSXEOLFLW\REWDLQVVRWKDWSHRSOHDUHEURXJKWXSWRXQGHUVWDQGWKH
UHDVRQDEOHQHVVRIDOWHUQDWLYHZD\VRIFRQFHLYLQJWKHPRUDOODQGVFDSHLVVXUHO\DV
FORVHWRWKHLGHDOIRUPDWLYHVRFLDOZRUOGDVWKH/RFNHDQREMHFWRUFRXOGKRSH
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LQGRFWULQDWLRQ·HGXFDWLRQGHVLJQHGWREULQJLWDERXWWKDWVWXGHQWVIRUPEHOLHIVRQUDWLRQDOJURXQGV
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LJQRUHGLQGLVFXVVLRQVRIZKDWLVSHUPLWWHGE\YDULRXVLQWHUSUHWDWLRQV
RI/RFNH·VSURYLVR
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%XWKHJRHV
RQWRFULWLFLVH1R]LFNRQWKHEDVLVRIWKHUHODWLRQVWKDW1R]LFN·VLQWHUSUHWDWLRQRIWKHVDPHSURYLVR
SHUPLWVEHWZHHQLQGLYLGXDOV³UHODWLRQVZKLFKDUHSODXVLEO\YLHZHGDVPDNLQJVRPHRIWKRVH
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LQYRNHVDVHIIHFWLYHO\PRUHVDWLVIDFWRU\LQWKLVUHVSHFWDWSS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7KHVHFRQGVXJJHVWLRQLVWKDWLQGLYLGXDOVRXJKWWREHEURXJKWXSLQDVRFLDO
ZRUOGLQZKLFKWKHUHDUHQRQRUPVRUDWOHDVWQRQHEHORQJLQJWRDPRUDO
FRQFHSWLRQVRWKDWLQGLYLGXDOV·DFFHSWDQFHRIVRPHPRUDOFRQFHSWLRQLVQRWVKDSHG
E\WKHSUHH[LVWLQJPRUDOFRQFHSWLRQ7KLVPLJKWEHWKHVXJJHVWLRQRID
+REEHVLDQ%XWKHUHLWLVLPSRUWDQWWRGLVWLQJXLVKEHWZHHQWZRVHQVHVLQZKLFKD
SUHH[LVWLQJPRUDOFRQFHSWLRQPD\EHVDLGWRVKDSHWKHFRQWHQWRIZKDWLQGLYLGXDOV
DFWXDOO\DFFHSW,QVHFWLRQVRI&KDSWHU,DUJXHGWKDWDQRUPDWLYHO\HPSW\
PRUDOEDFNGURSVXFKDV+REEHV·VZRXOGPDNHDQDFWXDOFRQWUDFWXDOLVWWKHRU\LQRQH
ZD\DWWUDFWLYHLQWKDWLWZRXOGEHLQDFHUWDLQVHQVHWKRURXJKJRLQJHYHU\DVSHFWRI
WKHPRUDOFRQFHSWLRQXOWLPDWHO\DGYRFDWHGZRXOGEHVXEMHFWWRWKHDFWXDO
FRQWUDFWXDOLVWWHVWRIOHJLWLPDF\0RUDOEDFNGURSVZKLFKDUHQRWQRUPDWLYHO\
HPSW\³ZKLFKLQFOXGHWKDWLVDPRUDOFRQFHSWLRQDOUHDG\³GRQRWKROGWKLV
DWWUDFWLRQEHFDXVHWKHQRQDFFHSWHGPRUDOEDFNGURSHLWKHUSUHYHQWVWKHSRVVLELOLW\
WKDWFHUWDLQPRUDOFRQFHSWLRQVPD\EHDFFHSWHGLQDZD\WKDWOHJLWLPLVHVWKHPWKLV
KDSSHQVZKHQWKHPRUDOEDFNGURSLQFOXGHVLQDOLHQDEOHRULQYLRODEOHULJKWVIRU
H[DPSOHRUHOVHRSHUDWHVDVDPRUDOEDVHOLQHZKLFKLQIRUPVDQGPRUDOO\HQGRUVHV
WKHEDUJDLQLQJSRVLWLRQVRIWKRVHLQGLYLGXDOVZKRVHDFFHSWDQFHLVQHFHVVDU\IRUWKH
MXVWLFHRIDQ\SURSRVHGDOWHUQDWLYHPRUDOFRQFHSWLRQ6RPRUDOEDFNGURSVZKLFK
DUHQRWQRUPDWLYHO\HPSW\FDQEHVDLGWRVKDSHWKHFRQWHQWRIZKDWLQGLYLGXDOV
DFWXDOO\DFFHSWLQWKHVHQVHWKDWWKH\LPSRVHQRUPVZKLFKPD\DWOHDVWLQIRUPLIQRW
VSHFLI\WKRVHXOWLPDWHO\FKRVHQ
%XWDGLIIHUHQWZD\LQZKLFKDSUHH[LVWLQJPRUDOFRQFHSWLRQPD\EHVDLGWR
VKDSHWKHFRQWHQWRIZKDWLQGLYLGXDOVDFWXDOO\DFFHSWLVYLDLQGLYLGXDOV·RZQ
FRPPLWPHQWV5DWKHUWKDQVKDSLQJDQGHQGRUVLQJWKHLUEDUJDLQLQJSRVLWLRQVRU
UHVWULFWLQJOHJLWLPLVLQJDFFHSWDQFHWRRQO\DFHUWDLQUDQJHRIPRUDOFRQFHSWLRQVD
PRUDOFRQFHSWLRQPLJKWVLPSO\LQIRUPLQGLYLGXDOV·RZQPRUDOWKLQNLQJ7RVHHWKH
 
FRQWUDVWEHWZHHQWKHVHWZRGLIIHUHQWZD\VRIVKDSLQJWKHXOWLPDWHO\DFFHSWHGPRUDO
FRQFHSWLRQFRQVLGHUWKH$PLVKSUDFWLFHRIUXPVSULQJDDVLWLVSRSXODUO\
PLVFRQFHLYHG$FFXUDF\RIDWWULEXWLRQGRHVQ·WPDWWHUIRUP\SXUSRVHV
5XPVSULQJDLQYROYHVSHUPLWWLQJWHHQDJHUVWRSDUWLFLSDWHLQZLGHUVRFLHW\DQGSUDFWLFHV
ZLWKRXWULVNLQJWKHVHYHULW\RISXQLVKPHQWWKDWZRXOGEHQRUPDOO\FRQVHTXHQWXSRQ
VXFKSDUWLFLSDWLRQ7KH\WKHQKDYHWKHFKRLFHHLWKHUWRUHWXUQRUWRUHQRXQFHWKH
$PLVKOLIHZLWKQRVDQFWLRQDVWKH\VHHILW7KHVHWHHQDJHUVKDYHEHHQHGXFDWHGWR
VHHWKHZRUOGLQPRUDOWHUPVWKDWDUHVHWE\$PLVKUHOLJLRXVWHDFKLQJVDQGWKXVWKH\
WHQGWRVHHWKHRXWVLGHZRUOGDVPRUDOO\LQIHULRUDQGFKRRVHWRUHWXUQWRWKHLUKRPH
FRPPXQLWLHV&OHDUO\WKH\DUHVKDSHGE\$PLVKPRUDOYLHZV%XWLWZRXOGEH
ZURQJWRVD\WKDWWKH\PDNHWKHLUFKRLFHIURPDEDUJDLQLQJSRVLWLRQZKLFKLVVHWE\
$PLVKYDOXHV6KRXOGWKH\UHQRXQFHWKHLUUHOLJLRQLWZRQ·WEHWKHFDVHWKDW$PLVK
FRQFHSWLRQVRIULJKWDQGZURQJFRQWLQXHWRKDYHWKHQRUPDWLYHIRUFHWKH\KDYHIRU
WKHPDVPHPEHUVRIWKH$PLVKFRPPXQLW\1RULVWKHLUFKRLFHUHVWULFWHGWRD
UDQJHRIYDOXHVGHWHUPLQHGE\WKH$PLVKPRUDORXWORRN2QWKHFRQWUDU\WKH\FDQ
FKRRVHWRHPEUDFHDFRPSOHWHO\GLIIHUHQWVHWRIYDOXHVZLWKQRQRUPDWLYHVKDGRZ
FDVWE\$PLVKYDOXHV
%\FRQWUDVWFRQVLGHUIRUH[DPSOHWKHZLGHUODZVZKLFKRSHUDWHLQWKH86$IRU
WKH$PLVKDQGQRQ$PLVKDOLNH7KHVHGRUHVWULFWWKHUDQJHRIYDOXHVWKDWWKH
$PLVKWHHQDJHUVPD\HPEUDFHRUDWDQ\UDWHSXUVXHDQGWKH\DOVRDIIHFWWKH
EDUJDLQLQJSRVLWLRQWKDWWKH\KROGLQMRLQLQJZLWKRWKHUVWRSXUVXHQHZPRUDOOLYHV
3HUKDSVIRUH[DPSOHD\RXQJ$PLVKPDQGHFLGHVWKDWUDWKHUWKDQUHWXUQWRWKH
FRPPXQLW\KHZRXOGOLNHWRIRXQGDQHZ$PLVKFRPPXQLW\E\FRQYHUWLQJQRQ
$PLVKSHRSOHKHILQGVLQWKHRXWVLGHZRUOG%XWWKHH[WHQWWRZKLFKKHFDQSXUVXH
DVSDUWRIDQ$PLVKFRPPXQLW\WKHVHYDOXHVLVYHU\PXFKLQIOXHQFHGE\WKHIDLUO\
OLEHUDOOHJDOEDFNJURXQGDJDLQVWZKLFKKHWULHVWRIRXQGWKHQHZFRPPXQLW\,QWKH
 
ILUVWSODFHDQXPEHURISUDFWLFHVPD\EHVLPSO\RXWODZHGVRWKDWHYHQHDFK
LQGLYLGXDO·VFRQVHQWLVLQVXIILFLHQWWRPDNHWKHPSHUPLVVLEOH)XUWKHUPRUHRXU
\RXQJPDQ·VEDUJDLQLQJSRVLWLRQLVZHDNLQWKHVHQVHWKDWRWKHUVFDQHDVLO\UHIXVHWR
DFFHSW$PLVKQRUPVLQIDYRXURIWKHQRUPVDOUHDG\VHWE\WKHOLEHUDOEDFNJURXQG
WKHVHEDFNJURXQGQRUPVPD\DOORZWKHPWRWDNHVWDQGVRQWKHYDOXHVWKDWWKH
FRPPXQLW\WKH\IRXQGZLOOKDYHWKDWDGLIIHUHQWVHWRIEDFNJURXQGQRUPVPRUH
UHOLJLRXVRQHVIRUH[DPSOHZRXOGQRWKDYHIDFLOLWDWHG
$QRUPDWLYHO\UHODWLYHO\HPSW\DFWXDOFRQWUDFWXDOLVWPRUDOEDFNGURSLV
DQDORJRXVWRWKHUHEHLQJLQRXUVHFRQGH[DPSOHQRODZVDWDOOLQWKHEDFNJURXQG
(YLGHQWO\LQGLYLGXDOVZLOOVWLOOKDYHEDUJDLQLQJSRVLWLRQVLQIOXHQFHGE\WKHLU
VLWXDWLRQVSULRUWRDQ\DJUHHPHQWRQWKHYDOXHVRIWKHQHZFRPPXQLW\%XWWKHVH
EDUJDLQLQJSRVLWLRQVZLOOQRWKDYHWKHOHJDOVHDORIDSSURYDOWKDWWKH\ZRXOGKDYHLI
OLEHUDOODZVZHUHHQIRUFHG$QGRIFRXUVHWKHUHZLOOEHQRSUDFWLFHVZKLFKLQ
DGYDQFHZHFDQVD\WKDWWKHQHZFRPPXQLW\VLPSO\PD\QRWHPSOR\VLQFHWKHUH
ZLOOEHQRVWDQGDUGEH\RQGWKDWZKLFKWKH\WKHPVHOYHVDJUHH6XFKDOHJDOO\HPSW\
EDFNGURSLVSHUIHFWO\FRPSDWLEOHKRZHYHUZLWKLWVEHLQJWKHFDVHWKDWWKHIRXQGHUV
DOOKDYHPRUDOYLHZVLQIOXHQFHGE\WKHLURZQPRUDOXSEULQJLQJV2XU\RXQJPDQ
FRXOGVWLOOKDYHEHHQEURXJKWXSWREH$PLVK
7KLVEHLQJVRZHPXVWDVNZKHWKHUWKHVXJJHVWLRQDERXWWKHDSSURSULDWHQHVVRI
LQGLYLGXDOV·DFFHSWDQFHQRWEHLQJVKDSHGE\WKH5DZOVLDQLQVWLWXWLRQVXQGHUZKLFK
WKH\DUHEURXJKWXSLVDVXJJHVWLRQWKDWWKHPRUDOEDFNGURSEHQRUPDWLYHO\HPSW\
RUDVXJJHVWLRQWKDWLQGLYLGXDOVVKRXOGQRWEHVKDSHGE\WKRVH5DZOVLDQLQVWLWXWLRQV
,ILWLVWKHIRUPHUZHFDQVLPSO\DJUHHLWLVSHUIHFWO\FRPSDWLEOHZLWKDQRUPDWLYHO\
HPSW\PRUDOEDFNGURSWKDWLQGLYLGXDOVVKRXOGKDYHEHHQEURXJKWXSLQD5DZOVLDQ
VRFLHW\,WLVQRSDUWRIWKHYLHZ,UHFRPPHQGWKDWLIMXVWLFHDVIDLUQHVVIDLOVWR
DFKLHYHVWDELOLW\IRUWKHULJKWUHDVRQVZHPXVWIDOOEDFNRQMXVWLFHDVIDLUQHVVDVWKH
 
GHIDXOWPRUDOFRQFHSWLRQDQ\ZD\,IRQWKHRWKHUKDQGLWLVWKHODWWHUVXJJHVWLRQ
WKDWLQGLYLGXDOVVKRXOGQRWEHVKDSHGE\5DZOVLDQLQVWLWXWLRQVZHFDQDVNKRZ
VKRXOGWKH\EHVKDSHG",WLVXWWHUO\LPSODXVLEOHWRVXSSRVHWKDWZKDWZHFDUHDERXW
LVWKHDFFHSWDQFHRILQGLYLGXDOVZLWKQRPRUDOXSEULQJLQJDWDOO³LIVXFKDWKLQJFDQ
EHFRQFHLYHG$QGLWVHHPVWRPHWKDWWKHVXJJHVWLRQPRVWOLNHO\WREHDFFHSWDEOH
WRWKHREMHFWRULVWKDWLQGLYLGXDOVVKRXOGEHEURXJKWXSWREHLQVRPHVHQVH
DXWRQRPRXVLQWKHLUPRUDOMXGJPHQW%XWWKLVWDNHVXVEDFNWRRXUUHSO\WRWKH
¶/RFNHDQ·VXJJHVWLRQWKH5DZOVLDQVRFLHW\ZHFDQVD\LQZKLFKVXIILFLHQWOLEHUWLHV
DQGSULPDU\JRRGVIRUWKHGHYHORSPHQWDQGH[HUFLVHRIWKHWZRPRUDOSRZHUV³
ZKLFKLQFOXGHWKHFDSDFLW\WRIRUPDQGUHYLVHRQH·VMXGJPHQWDERXWWKHPRUDO
ODQGVFDSH³DUHJXDUDQWHHGLVVXUHO\DVFORVHWRWKHREMHFWRU·VLGHDOIRUPDWLYHVRFLDO
ZRUOGDVZHFRXOGKRSH
,QRZWXUQWRWKHVHFRQGRIP\WZRUHSOLHVWRWKHLQGRFWULQDWLRQREMHFWLRQ
ZKLFKFODLPVWKDWLQGLYLGXDOVEURXJKWXSLQD5DZOVLDQVRFLHW\DUHEURXJKWXSXQGHU
FRQGLWLRQVRWKHUWKDQWKRVHXQGHUZKLFKWKH\RXJKWWRKDYHEHHQEURXJKWXSDQG
WKDWWKHUHIRUHWKH5DZOVLDQVRFLHW\LVVHOISHUSHWXDWLQJRQO\WKURXJKLQGRFWULQDWLRQ
7KHREMHFWLRQDSSHDOHGUHFDOOWRWKHSRVVLELOLW\RIDSHUIHFWO\UHDVRQDEOHLQGLYLGXDO
ZKRQHYHUWKHOHVVGLGQRWVXEVFULEHWRWKHRYHUODSSLQJFRQVHQVXV7KHWKRXJKWZDV
WKDWWKHUHIRUHWKHSUHYHQWLRQRIVXFKDSHUVRQ·VH[LVWHQFHLQD5DZOVLDQVRFLHW\PXVW
EHWKHSURGXFWRILQGRFWULQDWLRQRQWKHSDUWRIWKHLQVWLWXWLRQVRIWKDWVRFLHW\7KH
VHFRQGUHSO\WRWKLVLVDVIROORZVLWLVWUXHWKDWWKH5DZOVLDQVRFLHW\LVLQKRVSLWDEOH
WRFHUWDLQYLHZVPDQ\RIZKLFKPD\EHKHOGE\UHDVRQDEOHSHRSOH%XWWKDWLVQRW
HYLGHQFHRILQGRFWULQDWLRQ1RPRUDOFRQFHSWLRQZRXOGHQJHQGHUDVRFLHW\LQ
ZKLFKDOOYLHZVRUHYHQDOOUHDVRQDEOHYLHZVIORXULVKHG7KLVLVSDUWRIWKH
VLJQLILFDQFHRI5DZOV·VUHSHDWHGUHIHUHQFHWR,VDLDK%HUOLQ·VYLHZWKDWWKHUHLVQR
 
VRFLDOZRUOGZLWKRXWORVV
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,IWKHREMHFWRU·VSRLQWLVVLPSO\WKDWD5DZOVLDQVRFLHW\
H[FOXGHVVRPHFRPSUHKHQVLYHGRFWULQHVZKLFKDUHQRWXQUHDVRQDEOHWKHQHLWKHUWKH
LQGRFWULQDWLRQWKLVLPSOLHVLVVRPHWKLQJWKDWQRPRUDOFRQFHSWLRQFDQDYRLGRUHOVH
VRPHWKLQJIXUWKHUPXVWEHVDLGWRYLQGLFDWHHPSOR\LQJWKLVSRLQWDVDQREMHFWLRQ
DJDLQVWVSHFLILFDOO\WKH5DZOVLDQYLHZ
2QHVXFKIXUWKHUWKLQJWKDWWKHREMHFWRUFRXOGVD\ZRXOGEHDVIROORZV6KH
FRXOGFRQFHGHWKDWMXVWLFHDVIDLUQHVVPLJKWEHVWDEOHIRUWKHULJKWUHDVRQVZLWKRXW
LQGRFWULQDWLRQRQFHLWKDVEHHQLPSOHPHQWHGDQGSHUSHWXDWHGRYHUJHQHUDWLRQV
%XWZRXOGQ·WLWKDYHWRUHO\XSRQLQGRFWULQDWLRQLQWKHILUVWSODFHLQRUGHUWRJHW
VWDUWHG")RUXQOHVVZHKDYHWKHJRRGIRUWXQHWRILQGRXUVHOYHVFRQIURQWHGZLWKD
VRFLHW\LQZKLFKHYHU\RQHDOUHDG\DFFHSWVWKHIXQGDPHQWDOLGHDVRIWKHSROLWLFDO
FRQFHSWLRQWKHRQO\ZD\WRLPSOHPHQWMXVWLFHDVIDLUQHVVDQGKDYHLWPHHWWKH
K\EULGFRQWUDFWXDOLVWWHVWRIDFFHSWDQFHZLOOEHVRPHKRZWRLQGRFWULQDWHRUIRRO
SHRSOHZKRZRXOGQ·WRWKHUZLVHDFFHSWLW6RHLWKHULWUHOLHVXSRQVXFK
LQGRFWULQDWLRQVRPHZKHUHDORQJWKHOLQHRUHOVHLWLVFRQGHPQHGWRLUUHOHYDQFH
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WKHIXQGDPHQWDOLGHDVIURPZKLFKMXVWLFHDVIDLUQHVVLVFRQVWUXFWHGFDQQRWDFKLHYH
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VXIILFLHQWWRVKRZWKDWDQHFHVVDU\FRQGLWLRQRIMXVWLFHZDVQRWPHW1RZ
SUHVXPDEO\DSURJUDPRILQGRFWULQDWLRQFRXOGDOWHUWKLVVLWXDWLRQVRWKDWWKH
RYHUODSSLQJFRQVHQVXVFRXOGEHDFKLHYHGDIWHUDOO%XWLVWKDWDQREMHFWLRQWR
5DZOVLDQMXVWLFH"6XUHO\DOPRVWDQ\WKHRU\RIMXVWLFHFRXOGVHHWKHFRQGLWLRQVRILWV
UHDOLVDWLRQDFKLHYHGE\DSULRUSURJUDPRILQGRFWULQDWLRQ6XSSRVHWKDWPHUHO\
UHDGLQJDSROLWLFDOSKLORVRSKHU·VWKHRU\RIMXVWLFHWRDSHUVRQZKLOHVKHVOHSWLHVR
WKDWQRUHDVRQLQJRQKHUSDUWZDVLQYROYHGZHUHVXIILFLHQWWREULQJLWDERXWWKDWVKH
ZRXOGGRHYHU\WKLQJVKHFRXOGWRUHDOLVHWKDWSROLWLFDOSKLORVRSKHU·VFRQFHSWLRQRI
MXVWLFHFRQVLVWHQWZLWKWKDWFRQFHSWLRQ³VRQRPXUGHUVIRUH[DPSOHLIWKDWDFFRXQW
IRUEDGHPXUGHUVIRUWKHVDNHRIEULQJLQJDERXWDMXVWVRFLHW\7KHQXPEHURI
SKLORVRSKLFDODFFRXQWVRIMXVWLFHZKLFKDUHLQFRQVLVWHQWZLWKWKHLURZQUHDOLVDWLRQ
E\PHDQVRIWKHDFWLRQVRILQGLYLGXDOVZKRKDGEHHQUHDGWRLQWKHLUVOHHSLVVXUHO\
]HUR7KH\PLJKWQRWHQGRUVHDQ\RQH·VUHDGLQJWRSHRSOHLQWKHLUVOHHSEXWJLYHQD
VRFLHW\RISHRSOHZKRKDGEHHQUHDGWRLW·VQRWFOHDUWKDWDQ\WKLQJDERXWWKRVHSHRSOH
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RQWKDWWKHRU\,WKLQNWKDWZHDUHPRUHLQFOLQHGWRFULWLFLVHDWKHRU\RIMXVWLFHRQ
WKHVHJURXQGVLIZHFDQQRWVHHKRZDMXVWVRFLHW\RQLWVFRQFHSWLRQFRXOGDULVHH[FHSW
E\DSDWWHUQRIV\VWHPDWLFLQGRFWULQDWLRQ

(YHQWKHQLIZHDUHVXIILFLHQWO\
FRQYLQFHGWKDWWKHUHVXOWDQWVRFLHW\ZRXOGEHMXVWZHPLJKWQRWFRXQWWKLVDQ

 2IFRXUVHLW·VSRVVLEOHWKDWH[DFWO\WKHVDPHVHWRIDFWLRQVWKDWZRXOGEHLQYROYHGLQDSURJUDPRI
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6RWKHGLOHPPDIDFLQJWKH5DZOVLDQLVWKLV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´DVSURYLGLQJWKHRQO\ZRUNDEOHDOWHUQDWLYHWRHQGOHVVDQGGHVWUXFWLYHFLYLOVWULIHµ
	

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FHUWDLQVWDELOLW\IRXQGHGRQWKUHHIDFWV

ILUVWLWIL[HVWKHEDVLFSROLWLFDOULJKWVDQG
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WXUQVRXWWREHIDOVHLWLVDOVRVXUHO\IDOVHWKDWOLEHUDOFRQVWLWXWLRQDOFRQVHQVXVHV
KDYHDULVHQDVDUHVXOWRIWKHVRUWRIV\VWHPDWLFLQGRFWULQDWLRQZKLFKLILWZHUH
QHFHVVDU\IRUMXVWLFHDVIDLUQHVVZRXOGSURYLGHWKHEDVLVIRUWKHREMHFWLRQ2I
FRXUVHLWPLJKWEHFODLPHGWKDWWKHVRFLHWLHVZKLFKWDNHWKHILUVWVWHSVWR
FRQVWLWXWLRQDOFRQVHQVXVDUHWKHZD\WKH\DUHDVDUHVXOWRIV\VWHPDWLF
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WKDWMXVWLFHDVIDLUQHVVH[FOXGHGWKURXJKLQGRFWULQDWLRQDUDQJHRIYLHZVQRW
FRQGXFLYHWRLWVRZQVWDELOLW\6XFKYLHZVDUHQRWH[FOXGHGE\WKHPRUDO
FRQFHSWLRQVSUHYDOHQWLQWKHGLYHUVHILUVWVWHSWDNLQJVRFLHWLHVZKLFKKDYH
FRQYHUJHGRQWKHFRQVWLWXWLRQDOFRQVHQVXV6RWKHFRQVWLWXWLRQDOFRQVHQVXVDWDQ\
UDWHFDQQRWEHDFFXVHGRIUHO\LQJRQWKHLUGRLQJVR:HDUHWKHQKDOIZD\WKHUH
:KDWRIWKHPRYHIURPWKHFRQVWLWXWLRQDOFRQVHQVXVWRWKHRYHUODSSLQJ
FRQVHQVXV"'RHVWKDWUHTXLUHV\VWHPDWLFLQGRFWULQDWLRQ"$JDLQ5DZOV·VVWRU\VHHPV
SODXVLEOHHQRXJKZKLFKVXJJHVWVWKDWLWPLJKWQRW%XWLWLVDOVRZRUWKKLJKOLJKWLQJ
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UHIOHFWRQWKHPDWWHUDWKDQGYDOXHVSULQFLSOHVDQGVWDQGDUGVDUHVRIRUPXODWHG
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 
FRQVHTXHQFHVRIWKRVHSULQFLSOHVDQGVWDQGDUGVDWWKHLPSOLFDWLRQVRIRXUIUHH
UHFRJQLWLRQ


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FRQVHQVXVFRXOGFRPHDERXWZLWKRXWV\VWHPDWLFLQGRFWULQDWLRQRUEHFRQGHPQHG
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RYHUODSSLQJFRQVHQVXVRQMXVWLFHDVIDLUQHVVDQ\ZKHUHDV\HW1RZKRZHYHUZH
FDQWXUQWRWKHDUJXPHQWRI7KHRU\LWVGHYHORSPHQWRIWKHRULJLQDOSRVLWLRQIURP
DVVXPSWLRQVWKDWLWLVFRQWHQGHGDUHIXQGDPHQWDOHOHPHQWVLQRXUGHPRFUDWLF
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LWVDQDO\VLVRIZKDWLWLVWKDWHDFKSHUVRQDFWXDOO\DFFHSWV6RIDUZHKDYHVHHQWKDW
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FRQVHQVXVRQVRFLHW\DVDIDLUV\VWHPRIFRRSHUDWLRQ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DUHXQFRQWURYHUVLDOLQWKHVHQVHWKDW
HDFKSHUVRQDFFHSWVWKDWWKH\VKRXOGLQIRUPWKHFRQVWUXFWLRQRISULQFLSOHVRI
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FRQWUDFWXDOLVWIUDPHZRUNLQWKHVHQVHWKDWWKH\WRRDLPDWHODERUDWLQJLQWXLWLRQV
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LVPRUDOO\DUELWUDU\DQGVWLOODVN¶:K\VKDUH"·µ

:KDWLVQHHGHGLVDSRVLWLYHUHDVRQ
WRGHQ\FODLPVWRWKHXQHTXDOVKDUHVWRZKLFKWKHDUELWUDU\GLVWULEXWLRQPD\JLYH
ULVH


 7KHLQIRUPDODUJXPHQWVWDJHHTXDOLW\DQGWKHVLJQLILFDQFHRIFRRSHUDWLRQ
6RPHFULWLFVIDFHGZLWK5DZOV·VHQGRUVHPHQWRIHTXDOLW\DVD¶EHQFKPDUN·DWDURXQG
WKLVVWDJHRIWKHDUJXPHQWVXSSRVHWKDWLQRUGHUWRVXSSO\DSRVLWLYHUHDVRQRIWKH
VRUWUHTXLUHG5DZOVPXVWHQGRUVHWKHVWURQJHUYHUVLRQRIWKHILUVWFODLPLQWKH
DUJXPHQWDIWHUDOO³WKHFODLPWKDWLVWKDWWKHDUELWUDULQHVVRIWKHGLVWULEXWLRQRI
HQGRZPHQWVLVLQLWVHOIPRUDOO\REMHFWLRQDEOH

)RULIWKDWLVWKHRSHQLQJFODLP
WKHQDGLVWULEXWLRQRILQFRPHDQGZHDOWKZKLFKUHIOHFWHGDQGWKHUHIRUH¶UXEEHU
VWDPSHG·WKLVPRUDOO\REMHFWLRQDEOHGLVWULEXWLRQFRXOGSODXVLEO\EHVXSSRVHGWREH
PRUDOO\REMHFWLRQDEOHLWVHOI7KLVZRXOGVHHPWRRSHQWKHZD\IRUXVWRDVNZKLFK
GLVWULEXWLRQZRXOGEHPRUDOO\SUHIHUDEOHDQGWKHQWRDQVZHUDQHTXDOGLVWULEXWLRQ
%XWVXFKFULWLFVIDLOWRWDNHLQWRDFFRXQWWKHVLJQLILFDQFHRI5DZOV·VVXSSRVLWLRQWKDW
QRVLJQLILFDQWDPRXQWVRISULPDU\JRRGVZRXOGEHSURGXFHGZLWKRXWFRRSHUDWLRQ
7KLVLVDV,VDLGDERYHKXJHO\LPSRUWDQW,WJLYHVVHQVHWRVXFKDVVHUWLRQVDVWKDW

 *LEEDUG´&RQVWUXFWLQJ-XVWLFHµS
 6HHIRUH[DPSOH&RKHQZKRVD\VDWSRI5HVFXLQJ-XVWLFHDQG(TXDOLW\WKDWWKHZHDNHU
LQWHUSUHWDWLRQRIWKHFODLPDERXWPRUDODUELWUDULQHVVZLWKZKLFKWKHLQIRUPDODUJXPHQWRSHQV´GRHV
QRW«MXVWLI\EHJLQQLQJZLWKHTXDOLW\RULQGHHGZLWKDQ\WKLQJLQSDUWLFXODU«LWGRHVQRWIROORZWKDW
LQHTXDOLW\IDFHVDFDVHWRDQVZHUµ
 
´VRPHZRUNDEOHDUUDQJHPHQWLVDQHFHVVDU\FRQGLWLRQRIWKHJRRGRIDOOµDQGWKDW
´WKHZHOOEHLQJRIHDFKGHSHQGVRQDVFKHPHRIFRRSHUDWLRQZLWKRXWZKLFKQRRQH
FRXOGKDYHDVDWLVIDFWRU\OLIHµ




:K\LVWKLVVLJQLILFDQW"7KHDQVZHULVWKDWVLQFHFRRSHUDWLRQLVDQHFHVVDU\
FRQGLWLRQRIWKHSURGXFWLRQRIDQ\VLJQLILFDQWQXPEHUVRISULPDU\JRRGVWKH
GLVWULEXWLRQRIWKHSULPDU\JRRGVWKDWDJLYHQFRRSHUDWLYHVFKHPHSURGXFHVVKRXOG
LQFRUSRUDWHDFNQRZOHGJPHQWRIWKHFRQWULEXWLRQRIDOO$QGWKLVJLYHVXVDQDQVZHU
WRWKHTXHVWLRQ¶ZK\VKDUH"·7KHDQVZHULV¶EHFDXVHWKHVHDGYDQWDJHVDUHPDGH
SRVVLEOHRQO\EHFDXVHRIHYHU\RQH·VFRQWULEXWLRQ·7KDWLVQRWWRVD\WKDWQR
DGYDQWDJHVFRXOGEHPDGHSRVVLEOHZLWKRXWDFRQWULEXWLRQIURPHYHU\RQH5DWKHU
LWLVWRSRLQWRXWWKDWWKHVHDGYDQWDJHVDUHPDGHSRVVLEOHE\WKHFRQWULEXWLRQRI
HYHU\RQH7KLVLVQRWDQDQVZHUWKDWFDQEHVWUDLJKWIRUZDUGO\JLYHQLQWKHFDVHRI
WKHIRXQGSRXQG,WGRHVQRWWDNHVRFLDOFRRSHUDWLRQWRWXUQP\OXFNIURPDSODFH
LQDQDUELWUDU\GLVWULEXWLRQLQWRDILQDQFLDODGYDQWDJH%XWLWGRHVWDNHVRFLDO
FRRSHUDWLRQWRWXUQP\SODFHLQWKHDUELWUDU\GLVWULEXWLRQRIHQGRZPHQWVLQWRD
VKDUHRISULPDU\JRRGV
7KLVLVWKHSRVLWLYHUHDVRQQHHGHGWRGHQ\FODLPVWRDQ\XQHTXDOVKDUHVWRZKLFK
DQDUELWUDU\GLVWULEXWLRQRIHQGRZPHQWVDPRQJWKHVHFRQWULEXWRUVPD\JLYHULVH
6KDUHVRIDQ\VLJQLILFDQWVL]HGHSHQGXSRQHYHU\RQH·VFRQWULEXWLRQWKHTXHVWLRQ
QRZLVZKLFKSDUWLFXODUVHWRIVKDUHVLVMXVWLILHGJLYHQWKDWIDFWWRJHWKHUZLWKWKH
IDFWRIWKHDUELWUDULQHVVRIWKHGLVWULEXWLRQRIHQGRZPHQWV7KLVRSHQVXSD
QRUPDWLYHVSDFH³QRWFOHDUO\RSHQHGXSXQWLOZHDFNQRZOHGJHGWKHQHFHVVLW\RI
FRRSHUDWLRQWRWKHSURGXFWLRQRISULPDU\JRRGV³ZKLFK5DZOVILOOVZLWKD




 7KHRU\S7KHUHYLVHGHGLWLRQRPLWVWKHILUVWYHUVLRQRIWKHFODLP6HHDOVRSS
-$)SDQGEHORZ
 
SUHVXPSWLYHSULQFLSOHRIHTXDOLW\)RUVLQFHHYHU\RQH·VFRRSHUDWLRQLVDFRQGLWLRQ
RIDQ\RQH·VKDYLQJDQ\SULPDU\JRRGVLWZLOOQRWGRWRWDNHWKHGHIDXOWGLVWULEXWLRQ
WREHPHUHO\DVLWKDSSHQVWREHXQGHUMXVWDQ\FLUFXPVWDQFHVRIFRRSHUDWLRQ7KDW
GLVWULEXWLRQPD\QRWDGHTXDWHO\UHIOHFWWKHIDFWWKDWHYHU\RQH·VFRQWLQXHG
FRRSHUDWLRQZDVDFRQGLWLRQRIDQ\RQH·VKDYLQJDQ\WKLQJ$QDQDORJ\PD\KHOSWR
LOOXVWUDWHWKLV6XSSRVHWKDW,OLIW\RXLQWRDWUHHWRFROOHFWVRPHDSSOHV<RXFROOHFW
WKHDSSOLHVDQGMXPSGRZQDJDLQ7KHQ\RXJLYHPHDFRXSOHRIDSSOHFRUHVWKDW
\RXGRQ·WZDQWDQGUHIXVHWRJLYHPHDQ\WKLQJPRUHHYHQWKRXJK\RXDFNQRZOHGJH
WKDWLWZDVFRPSOHWHO\DUELWUDU\WKDW\RXZHUHWKHRQHVHOHFWHGWRSLFNWKHDSSOHVDQG
,ZDVWKHRQHVHOHFWHGWROLIW\RXLQWRWKHWUHHWRSLFNWKHDSSOHVDQGWKDWWKHUHIRUH
LW·VDVDUHVXOWRIWKDWDUELWUDULQHVVWKDW\RXKDYHDOOWKHDSSOHVQRZ,I\RXKDG
PHUHO\IRXQGWKHDSSOHVRQWKHJURXQGWKHDUELWUDULQHVVRIWKHIDFWWKDWLWZDV\RX
DQGQRW,ZKRIRXQGWKHPZRXOGQRWLPSO\WKDWDQ\SULQFLSOHRIGLVWULEXWLRQRI
DSSOHVEHWZHHQXVVKRXOGEHDSSOLHG%XWWKHDUELWUDULQHVVRIWKHIDFWWKDWLWZDV
\RXUDWKHUWKDQ,ZKRSLFNHGWKHDSSOHVRSHQVXSVSDFHIRUVXFKDSULQFLSOHJLYHQ
WKDWZHFRRSHUDWHGWREULQJLWDERXWWKDWWKHUHZHUHDSSOHVDYDLODEOHWRHLWKHURIXVDWDOO$QGVR
\RXPXVWMXVWLI\\RXUJLYLQJPHRQO\DSSOHFRUHVLQWKHDSSOHSLFNLQJH[DPSOHLQD
ZD\WKDW\RXQHHGQ·WLQWKHDSSOHILQGLQJH[DPSOH
2QHPLJKWREMHFWDWWKLVSRLQWWKDWHYHQLIFRRSHUDWLRQUHPRYHVDQ\GHIDXOW
FODLPWRVXFKDGYDQWDJHVDVRQHPD\UHFHLYHXQGHUWKHFLUFXPVWDQFHVRI
FRRSHUDWLRQWKDWKDSSHQWRDULVHWKHPRVWQDWXUDOFKRLFHRIGLVWULEXWLYHSULQFLSOHWR
ILOOWKHVSDFHRSHQHGXSE\WKHDFNQRZOHGJPHQWRIRXUGHSHQGHQFHIRUDQ\
DGYDQWDJHXSRQWKHFRRSHUDWLRQRIDOOLVRQHZKLFKDZDUGVHDFKRIXVDVKDUHRIWKH
WRWDOSURGXFWRIFRRSHUDWLRQLQSURSRUWLRQWRRXUFRQWULEXWLRQ:KDWZRXOGEH
ZURQJZLWKP\JLYLQJ\RXRQO\FRUHVLQWKHDSSOHSLFNLQJH[DPSOHZRXOGEH
DFFRUGLQJWRWKLVWKRXJKWWKDW\RXUFRQWULEXWLRQWRWKHHQWHUSULVHZDVJUHDWHUWKDQ
 
LVUHIOHFWHGE\WKHVKDUHWKDW,JLYH\RXRIWKHRYHUDOOSURFHHGV7KLVSULQFLSOH
KRZHYHUZKLOHDGPLWWLQJWKDWQRWMXVWDQ\GLVWULEXWLRQZLOOGRLQYLHZRIWKH
QHFHVVLW\RIFRRSHUDWLRQIDLOVDGHTXDWHO\WRWDNHLQWRDFFRXQWWKHDUELWUDULQHVVRI
WKHGLVWULEXWLRQRIHQGRZPHQWV(YHQLIZHFRXOGLVRODWHHDFKSHUVRQ·V
FRQWULEXWLRQWRWKHWRWDOSURGXFWRIFRRSHUDWLRQVRPHWKLQJWKDW5DZOVGHQLHVVHH
QRWHEHORZWKHSRLQWLVWKDWLWLVDUELWUDU\WKDWWKLVLVWKHFRQWULEXWLRQWKDWHDFK
SHUVRQLVDEOHWRPDNH,PSRUWDQWO\WKLVLVQRWRQO\EHFDXVHLWLVDUELWUDU\WKDWHDFK
RIXVFDQQRWPDNHPRUHRIDFRQWULEXWLRQWRWKLVW\SHRIFRRSHUDWLYHHQWHUSULVHEXW
DOVREHFDXVHLWLVDUELWUDU\WKDWWKLVW\SHRIFRRSHUDWLYHHQWHUSULVHLVWKHRQHWKDWLVEHVWIRUXV
DOO7RVHHWKLVFRQVLGHUWKHDSSOHVDJDLQ6XSSRVHWKDW\RXDUHYHU\OLJKWDQG,DP
YHU\WDOODQGWKDWZHDJUHHWKDWP\FRQWULEXWLRQWRWKHDSSOHSLFNLQJLVVPDOOHUWKDQ
\RXUVSHUKDSVEHFDXVHZHFRXOGKDYHQHDUO\DVPDQ\DSSOHVLI,ZHUHVKRUWHUWKHUH
DUHMXVWDFRXSOHRIEUDQFKHVWKDW,FRXOGQ·WOLIW\RXWRZKHUHDVZHFRXOGQ·WKDYH
HYHQKDOIVRPDQ\LI\RXZHUHKHDYLHUDOPRVWDOOWKHEUDQFKHVZRXOGEUHDN1RZ
LWLVVWLOODUELWUDU\LQWKHUHOHYDQWVHQVHWKDW\RXZHUHWKHRQHVHOHFWHGWRSLFNDQG,
ZDVWKHRQHVHOHFWHGWROLIWEHFDXVHWKHGLVWULEXWLRQRIOLJKWQHVVDQGWDOOQHVVLVQR
OHVVDUELWUDU\WKDQWKHIOLSSLQJRIDFRLQ%XWLWLVDOVRDUELWUDU\WKDWSLFNLQJDSSOHVLV
WKHDFWLYLW\WKDWSURGXFHVWKHPRVWIRRGIRUXVDQGQRWIRUH[DPSOHWLFNOLQJWURXW
DQGWKHQIOLSSLQJWKHPRQWRWKHULYHUEDQN0\KHLJKWHQDEOHVPHWRUHDFKULJKW
GRZQXQGHUWURXWLQDZD\WKDW\RXFDQQRW\RXUUROHLQWKLVFRRSHUDWLYHYHQWXUH
ZRXOGEHWRVWRSWKHWURXWIURPZULJJOLQJEDFNLQWRWKHULYHU:HFRXOGKDYH
DOPRVWDVPDQ\WURXWLI\RXZHUHKHDYLHU\RXZRXOGEHDOLWWOHOHVVQLPEOHVRRQH
RUWZRPRUHWURXWZRXOGHVFDSH\RXDQGZULJJOHEDFNLQWRWKHULYHUEXWZH
FRXOGQ·WKDYHHYHQKDOIDVPDQ\LI,ZHUHVKRUWHUPRVWRIWKHWURXWKDQJDURXQGDW
P\FXUUHQWDUP·VOHQJWKEHORZWKHVXUIDFHRIWKHZDWHU,IWURXWZHUHPRUH
QXPHURXVRUDSSOHVWUHHVOHVVQXPHURXVP\FRQWULEXWLRQWRRXUIRRGSURGXFWLRQ
 
ZRXOGEHWKHJUHDWHU7KXVWKHFRQWULEXWLRQWKDWZHDUHDEOHWRPDNHWRDJLYHQ
VFKHPHRIFRRSHUDWLRQLVDUELWUDU\LQDVHFRQGZD\$QGVR¶WRHDFKDFFRUGLQJWR
KHUFRQWULEXWLRQ·LVQRWDVDWLVIDFWRU\FKRLFHRISULQFLSOHWRILOOWKHQRUPDWLYHJDS
RSHQHGE\WKHDUELWUDULQHVVRIHQGRZPHQWVEDVHGGHQLDORIDQ\FODLPWRWKHVKDUHV
DFKLHYHGWKURXJKFRRSHUDWLRQDVWKH\KDSSHQWRWXUQRXWZLWKRXWLQFOXGLQJWKDWLV
WKHUHVXOWVRIDQ\IXUWKHUSULQFLSOHRIGLVWULEXWLRQ
7KHLGHDVRIDUWKHQLVWRXQGHUPLQHWKHWKRXJKWWKDWSHRSOHKDYHSULRUFODLPV
WRDQ\XQHTXDOVKDUHRIWKHIUXLWVRIFRRSHUDWLRQ:HGRWKLVE\DSRLQWLQJRXW
WKDWWKHLPSRUWDQFHRIHDFKSHUVRQ·VFRQWULEXWLRQGHULYHVIURPIDFWRUVZKLFKDUH
DUELWUDU\KHURZQDELOLWLHVDQGPRUHLPSRUWDQWO\WKHVXLWHGQHVVRIWKRVHDELOLWLHVWR
WKHVFKHPHRIFRRSHUDWLRQWKDWVRFLHW\DGRSWVDQGESRLQWLQJRXWWKDWWKHVHIUXLWV
RIFRRSHUDWLRQDUHPDGHSRVVLEOHRQO\WKURXJKWKHFRRSHUDWLRQRIWKHVHFRQWULEXWRUV
LHWKHFRRSHUDWLQJPHPEHUVRIVRFLHW\(YHQLIRQHGLVSXWHVWKHLGHDWKDWRQH·V
WDOHQWVDUHDUELWUDULO\RQH·VWDOHQWVSHUKDSVEHFDXVHWKH\DUHLQH[WULFDEO\ERXQGXS
ZLWKRQH·VLGHQWLW\LWLVKDUGWRGHQ\WKDWLWLVRQO\LQWKHOLJKWRIWKHVXLWHGQHVVWR
FLUFXPVWDQFHRIWKHV\VWHPZKLFKPDNHVRQH·VWDOHQWVDVVRFLDOO\XVHIXODVWKH\DUH
WRJHWKHUZLWKRWKHUV·ZLOOLQJQHVVWRFRRSHUDWHLQWKDWV\VWHPWKDWRQHFRXOGRIIHU
HYHQWKHILUVWSUHPLVHLQDQDUJXPHQWIRUDJUHDWHUVKDUHRIWKHIUXLWVRIFRRSHUDWLRQ
RQJURXQGVRISURGXFWLYHWDOHQW,QWKHOLJKWRIWKHVHIDFWVLWVHHPVWKDWLWZRXOGEH
SULPDIDFLHXQIDLUWRVHWWKLQJVXSVRDVWRUHZDUGSHRSOHGLIIHUHQWLDOO\IRUWKHLUUROHLQ
WKHFRRSHUDWLYHV\VWHP0RUHRYHULWVHHPVSODXVLEOHWRVXSSRVHWKDWZHDUH
RSHUDWLQJKHUHZLWKDQXQFRQWURYHUVLDOFRQFHSWLRQRIIDLUQHVV,IVRFLHW\LVD
FRRSHUDWLYHV\VWHPDSURFHVVJRYHUQLQJWKHZD\WKDWLQGLYLGXDOVDUHEURXJKW
WRJHWKHULQRUGHUDPRQJRWKHUWKLQJVWRSURGXFHJRRGVWKHQIRULWWREHDIDLU
FRRSHUDWLYHV\VWHPLVIRUWKDWSURFHVVWREHIDLU%XWLWZRXOGQRWEHIDLUDWDOOLILW
SULYLOHJHGVRPHRQWKHJURXQGVRIWKHLUIRUWXLWRXVVXLWHGQHVVWRWKLVSDUWLFXODU
 
V\VWHPZKHQRWKHUVZRXOGKDYHEHHQEHWWHUVXLWHGWKDQWKHPWRGLIIHUHQW³EXWVWLOO
FRRSHUDWLYHDQGSURGXFWLYH³V\VWHPVDQGPRUHRYHUZKHQWKHLUVXLWHGQHVVLVLQ
SDUWWKHSURGXFWRIWUDLQLQJDQGHGXFDWLRQZKLFKLVLWVHOIWKHSURGXFWRIWKH
FRRSHUDWLRQRIDOO:KHQDOODUHFRQWULEXWLQJLQSXWVWRWKHFRRSHUDWLYHV\VWHPDQG
QRQHDUHHQWLWOHGWRWKHLUVXLWHGQHVVWRWKDWV\VWHPIDLUQHVVUHTXLUHVHTXDOLW\


 7KHLQIRUPDODUJXPHQWVWDJHIURPHTXDOLW\WRWKHGLIIHUHQFHSULQFLSOH
7KHSULPDIDFLHFODLPRIHDFKWRDQHTXDOVKDUHWKHQLVWKHQH[WVWDJHLQWKH
DUJXPHQWDQGLWFDQWKHQEHILQHVVHGLQWRWKHGLIIHUHQFHSULQFLSOHLQUHFRJQLWLRQRI
WKHIDFWWKDWVRPHLQHTXDOLWLHVPD\OHDGWRJUHDWHUVKDUHVIRUHYHU\RQHWKDQDQ\RQH
UHFHLYHVXQGHUDQHTXDOGLVWULEXWLRQ


 
7KHILQHVVLQJZRUNVDVIROORZV6LQFHQR
RQHKDVDSULRUSULPDIDFLHFODLPWRDQ\PRUHWKDQDQHTXDOVKDUHRIWKHVRFLDODQG
HFRQRPLFEHQHILWVWKDWWKHFRRSHUDWLRQRILQGLYLGXDOVZLWKWKHLUYDULRXVQDWXUDODQG
VRFLDOHQGRZPHQWVEULQJVZLWKLWDQ\LQHTXDOLWLHVLQGLVWULEXWLRQPXVWEHRIEHQHILW
WRHYHU\ERG\UHODWLYHWRWKHEDVHOLQHRIHTXDOLW\8QHTXDOGLVWULEXWLRQVXQGHUZKLFK
VRPHKDYHOHVVWKDQDQ\RQHZRXOGKDYHXQGHUDQHTXDOGLVWULEXWLRQDUHWKHUHIRUH
REYLRXVO\LPSHUPLVVLEOH%XWWKHUHPD\EHDQXPEHURIXQHTXDOGLVWULEXWLRQV
ZKLFKVDWLVI\WKHFRQGLWLRQWKDWWKH\VKRXOGEHRIEHQHILWWRHYHU\RQHUHODWLYHWRWKH




 6RPHRQHPLJKWREMHFWWKDWWKHJUHDWHUVKDUHVDUHREMHFWLRQDEOHDOOWKHVDPHEHFDXVHRIWKHYDULRXV
XQGHVLUDEOHHIIHFWVRIWKHLQHTXDOLW\WKH\EULQJZLWKWKHP+RZHYHU5DZOVGHQLHVWKDWWKHVH
XQGHVLUDEOHHIIHFWVZRXOGEHOLNHO\JLYHQWKHGHJUHHVRILQHTXDOLW\SHUPLWWHGE\WKHGLIIHUHQFH
SULQFLSOHVHH7KHRU\DQGWKHGLVFXVVLRQRIFRQJUXHQFHLQ&KDSWHUDERYH7RWKHH[WHQW
WKDWWKH\ZRXOGDULVHWKH\FRXOGEHIDFWRUHGLQWRWKHDUJXPHQWWROLPLWLQHTXDOLWLHVLQDZD\
DQDORJRXVWRWKHZD\WKDW5DZOVVXSSRVHVWKH\ZRXOGEHIDFWRUHGLQWRWKHDUJXPHQWIURPRULJLQDO
SRVLWLRQLIQHFHVVDU\
 
EDVHOLQHRIHTXDOVKDUHV+RZWRFKRRVHDPRQJWKHP"5DZOV·VWKRXJKWLVWKDWZH
VKRXOGVLPSO\GRDVZHOODVSRVVLEOHIRUWKHJURXSZKLFKGRHVWKHOHDVWZHOORXWRI
WKHLQHTXDOLWLHV³WKDWLVIRUWKHJURXSZKLFKVHHVWKHVPDOOHVWLPSURYHPHQWLQWKHLU
ORWIURPWKHEDVHOLQHRIHTXDOLW\ZKLFKLVDOODQ\RQHKDVDSULPDIDFLHFODLPWRLQWKH
ILUVWSODFH7RVHWXSWKHLQHTXDOLWLHVDQ\RWKHUZD\³HYHQLILWUHPDLQVWKHFDVHWKDW
HYHU\RQHEHQHILWVUHODWLYHWRWKHHTXDOEDVHOLQH³ZRXOGDPRXQWWRJUDQWLQJVRPH
EHWWHURIIJURXSVH[WUDDGYDQWDJHVQDPHO\WKHGLIIHUHQFHEHWZHHQZKDWWKH\ZRXOG
JHWXQGHUWKHGLIIHUHQFHSULQFLSOHDQGZKDWWKH\JHWXQGHUDOWHUQDWLYHXQHTXDO
DUUDQJHPHQWVVDWLVI\LQJWKHDOOPXVWEHQHILWUHODWLYHWRHTXDOLW\FRQGLWLRQMXVW
EHFDXVHRIWKHLUVXLWHGQHVVWRWKHV\VWHPRIFRRSHUDWLRQWKDWVRFLHW\RSHUDWHVD
IDFWRUZKLFKZHKDYHDFNQRZOHGJHGWREHDUELWUDU\$QGLWZRXOGEHWRSHQDOLVH
PHPEHUVRIWKHZRUVWRIIJURXSDJDLQE\WKHGLIIHUHQFHEHWZHHQZKDWWKH\ZRXOG
JHWXQGHUWKHGLIIHUHQFHSULQFLSOHDQGZKDWWKH\JHWXQGHUWKHDOWHUQDWLYHXQHTXDO
DUUDQJHPHQWVIRUWKHLUVXLWHGQHVVWRWKHV\VWHPRIFRRSHUDWLRQ³DQGWKLVGHVSLWH
WKHIDFWWKDWWKHFRRSHUDWLRQRIHYHU\RQHLVQHFHVVDU\IRUWKHSURGXFWLRQRIWKHVH
EHQHILWV5HFRJQLWLRQRIWKHDUELWUDULQHVVRILQGLYLGXDOVXLWHGQHVVWRWKHV\VWHPRI
FRRSHUDWLRQWRJHWKHUZLWKWKHQHFHVVLW\RIFRRSHUDWLRQWRWKHSURGXFWLRQRIEHQHILWV
DWDOODQGWKHFRQVHTXHQWFODLPWKDWQRRQHKDVDQ\JUHDWHUFODLPWKDQDQ\RQHHOVH
WRWKHEHQHILWVRIFRRSHUDWLRQDUHLQFRQVLVWHQWZLWKDZLOOLQJQHVVWKHQWRWROHUDWH
LQHTXDOLWLHVHYHQWKRVHWKDWEHQHILWHYHU\RQHUHODWLYHWRWKHHTXDOEDVHOLQHZKLFK
UHZDUGWKHQDWXUDOO\DQGVRFLDOO\ZHOOVXLWHGWRWKLVW\SHRIFRRSHUDWLRQDQGSHQDOLVH
WKHOHVVZHOOVXLWHGLQWKLVZD\$V5DZOVSXWVWKHSRLQWLQ3/

%HFDXVHWKH\VWDUWIURPHTXDOVKDUHVWKRVHZKREHQHILWOHDVWWDNLQJHTXDO
GLYLVLRQDVWKHEHQFKPDUNKDYHVRWRVSHDNDYHWR$QGWKXVWKHSDUWLHVDUULYH
 
DWWKHGLIIHUHQFHSULQFLSOH«WKRVHZKRKDYHJDLQHGPRUHWKDQRWKHUVDUHWRGR
VRRQWHUPVWKDWLPSURYHWKHVLWXDWLRQRIZKRVHZKRKDYHJDLQHGOHVV




7KHFRQFOXVLRQLVWKDWWKHH[SHFWDWLRQVRIWKHZRUVWRIIJURXSVKRXOGEH
PD[LPLVHG$Q\WKLQJHOVHLV´WRIDYRXUWKHPRUHIRUWXQDWHWZLFHRYHUµ



7KXVZH
DUULYHDWWKHGLIIHUHQFHSULQFLSOHZLWKRXWGUDZLQJRQDQ\FRQWURYHUVLDOSUHPLVHV
EH\RQGWKRVHZKLFKWRRNXVWRSULPDIDFLHHTXDOLW\
/HW·VKLJKOLJKWWKHSRLQWDWZKLFKGLIIHUHQFHSULQFLSOH·VVWURQJHJDOLWDULDQLVP
HQWHUVLQWRWKHDUJXPHQW:HILQGDQREYLRXVO\VWURQJHJDOLWDULDQLVPLQWKHLGHD
WKDWWKHVXPRISULPDU\JRRGVWRZKLFKQRRQHKDVDSULRUHQWLWOHPHQWGHULYLQJ
IURPQDWXUDOSURGXFWLYHWDOHQWVVKRXOGEHGLYLGHGHTXDOO\DPRQJDOO7KLVFUHDWHV
WKHEHQFKPDUNDJDLQVWZKLFKGHSDUWXUHVIURPHTXDOLW\DUHWREHMXGJHG%XWZH
DOVRILQGZKDW5D]FDOOV¶ZHDN·VWULFWHJDOLWDULDQLVPLQWKHLGHDWKDWWKHVXPRI
SULPDU\JRRGVWRZKLFKQRRQHKDVDSULRUHQWLWOHPHQW³EHFDXVHWKHFRRSHUDWLRQRI
DOOLVQHFHVVDU\WRWKHH[LVWHQFHRIWKDWVXPDWDOO³GHULYLQJIURPQDWXUDO
HQGRZPHQWVVKRXOGEHGLYLGHGVRWKDWGHSDUWXUHVIURPWKHEDVHOLQHRIQR
HQWLWOHPHQWVDWDOOIRUDQ\RQHDUHWRWKHJUHDWHVWEHQHILWRIWKHZRUVWRII








 3/S



 7KHRU\SLQWKHUHYLVHGYHUVLRQ



 6HH7KH0RUDOLW\RI)UHHGRP&KDSWHU$VWULFWO\HJDOLWDULDQSULQFLSOHKDVWKHIRUP¶$OO)VZKRGR
QRWKDYH*KDYHDULJKWWR*LIVRPH)VKDYH*·$ZHDNVWULFWO\HJDOLWDULDQSULQFLSOHWROHUDWHV
LQHTXDOLWLHVZKLFKDUHVXFKWKDWDWWHPSWVWRUHGLVWULEXWHWKHH[WUDEHQHILWFRPSDUHGWRDQHTXDO
EDVHOLQHFDXVHLWWRGLVDSSHDUDOWRJHWKHULHZKHQZHDUHGHDOLQJZLWK¶OXPS\·JRRGV5HODWLYHWRD
EDVHOLQHRIHTXDOVKDUHVWKHLQHTXDOLWLHVSHUPLWWHGE\WKHGLIIHUHQFHSULQFLSOHDSSHDUWRYLRODWHVWULFW
HJDOLWDULDQLVP%XWFRQVLGHUHGUHODWLYHWRDEDVHOLQHRIQRWKLQJIRUDQ\RQHWKHXQHTXDOGLVWULEXWLRQ
SHUPLWWHGE\WKHGLIIHUHQFHSULQFLSOHFRQVLGHUHGDVDZKROHGRHVQRWYLRODWHVWULFWHJDOLWDULDQLVP
7KHFRQQHFWLRQEHWZHHQWKHVWULFWHJDOLWDULDQLVPWKDWWKHGLIIHUHQFHSULQFLSOHH[SUHVVHVDQGWKH
 
1RWLFHWKDWWKHLQIRUPDODUJXPHQWGRHVQRWLQYROYHWKHFODLPWKDWHDFKLV
LQGHSHQGHQWO\HQWLWOHGIRUVRPHUHDVRQWRDJLYHQVWRFNRISULPDU\JRRGVDVWRFN
WRZKLFKVKHZRXOGEHHQWLWOHGHYHQLIDQHTXDOGLYLVLRQZRXOGQRWIXOO\PHHWWKDW
HQWLWOHPHQWDQGWKDWDQHTXDOGLYLVLRQZLOODVDPDWWHURIIDFWJUDQWHYHU\RQHWKDWWR
ZKLFKVKHLVLQGHSHQGHQWO\HQWLWOHG7KHLQIRUPDODUJXPHQWGRHVQRWHPSOR\ZKDW
5D]FDOOVDSULQFLSOHRIHQWLWOHPHQW


,WHPSOR\VDQLGHDZKLFKLVIXOO\UHODWLRQDO
EHFDXVHWKHFRRSHUDWLYHFRQWULEXWLRQRIDOOLVQHFHVVDU\IRUDQ\RQHWRKDYHDQ\
SULPDU\JRRGVDQ\RQH·VKDYLQJSULPDU\JRRGVLQGLFDWHVWKDWHYHU\RQHHOVHVKRXOG
DOVRKDYHSULPDU\JRRGV7KHPHUHH[LVWHQFHRILQHTXDOLWLHVLQWKHGLVWULEXWLRQRI
SULPDU\JRRGVSULRUWRDQ\DSSOLFDWLRQRIWKHGLIIHUHQFHSULQFLSOHLVVXIILFLHQWWR
FUHDWHWKHHJDOLWDULDQHQWLWOHPHQWVRIWKDWSULQFLSOH
%XWZKDWPDNHVURRPIRUWKHVWURQJHJDOLWDULDQLVPRIWKHGLIIHUHQFHSULQFLSOH·V
WUHDWPHQWRIWKHVXPRISULPDU\JRRGVSURGXFHGWKURXJKFRRSHUDWLRQLV5DZOV·V
GHQLDOWKDWWKHGLVWULEXWLRQRIWKHEHQHILWVRIFRRSHUDWLRQQHHGVQRMXVWLILFDWLRQ
7KHJURXQGVRIWKLVGHQLDODUHWKHFODLPVWKDWZLWKRXWWKHFRRSHUDWLRQRIDOOWKHVH
EHQHILWVZRXOGQRWEHDYDLODEOHIRUGLVWULEXWLRQDWDOODQGWKDWRQH·VGHJUHHRI
VXLWHGQHVVWRWKHVFKHPHRIFRRSHUDWLRQWKDWZHDGRSWLVDUELWUDU\7KHTXHVWLRQV
DUHWKHUHIRUHILUVWZKLFKVFKHPHRIFRRSHUDWLRQWRDGRSWDQGVHFRQGKRZWR
GLVWULEXWHWKHEHQHILWVWKDWDULVHIURPLW,WLVKHUHWKDWWKHVWURQJHJDOLWDULDQLVPRI
WKHGLIIHUHQFHSULQFLSOHPDNHVLWVHQWUDQFHJLYHQWKDWZLWKRXWWKHFRRSHUDWLRQRIDOO
WKHUHZRXOGEHQREHQHILWVDQGJLYHQWKDWLWLVDUELWUDU\WKDWIRUDQ\JLYHQVFKHPH
RIFRRSHUDWLRQDQ\JLYHQSHUVRQLVDEOHWRFRQWULEXWHDVPXFKDVVKHGRHVZH

UHDVRQLQJRIWKHLQIRUPDODUJXPHQWPD\EHVWDWHGDVIROORZVLIVRPH)VKDYH*DOO)VKDYHDULJKW
WR*EHFDXVHVRPH)VKDYH*RQO\DVDUHVXOWRIWKHRQO\DUELWUDULO\ODUJHURUVPDOOHUFRRSHUDWLYH
FRQWULEXWLRQRIDOO)V



 7KH0RUDOLW\RI)UHHGRPS
 
VKRXOGFKRRVHWKHVFKHPHDQGGLVWULEXWLRQZKLFKDUHVXFKWKDWWKHSHUVRQZKR
EHQHILWVOHDVWLVEHWWHURIIWKDQWKHSHUVRQZKREHQHILWVOHDVWXQGHUDQ\RWKHU
VFKHPHDQGGLVWULEXWLRQ
7RVXPPDULVH1RRQHVKRXOGUHFHLYHDJUHDWHUVKDUHWKDQRWKHUVH[FHSWZKHUH
QRRQHZLWKDOHVVHUVKDUHFRXOGGREHWWHUWKDQVKHGRHVZKHQWKHSHUVRQZLWKWKH
JUHDWHUVKDUHUHFHLYHVWKDWVKDUH7KLVLVEHFDXVHRIWKHDUELWUDULQHVVRIWKHIDFWWKDW
WKHVFKHPHRIFRRSHUDWLRQZKLFKRIIHUVWKHZRUVWRIIDVPXFKDVWKLVVFKHPHGRHV
UHTXLUHVWKHGHYHORSPHQWRIFHUWDLQFDSDFLWLHVZKLFKWKHEHWWHURIIKDYHDQGQRWWKH
GHYHORSPHQWRIFHUWDLQRWKHUFDSDFLWLHVZKLFKWKHZRUVWRIIKDYHDQGZKLFKPLJKW
OHDGWKHPWREHDPRQJWKHEHWWHURIIXQGHUVRPHRWKHUVFKHPHRIFRRSHUDWLRQ
7KHGLIIHUHQFHSULQFLSOHPDQLIHVWVDUHFRJQLWLRQRIWKHVDFULILFHWKDWWKHZRUVWRII
PDNHIRUWKHVDNHRIDJUHDWHUVKDUHIRUHDFKSHUVRQZKHUH¶HDFKSHUVRQ·GRHVQRW
ZKHQXQSDFNHGULJLGO\GHVLJQDWH5HFDOOWKHDSSOHSLFNLQJH[DPSOHWKHGLIIHUHQFH
SULQFLSOHDVDSSOLHGWRWKHGLVWULEXWLRQRIDSSOHVPDQLIHVWVUHFRJQLWLRQQRWRQO\RI
WKHDUELWUDULQHVVRIP\EHLQJWDOODQG\RXUEHLQJOLJKWEXWRIWKHVDFULILFH,PDNHE\
QRWLQVLVWLQJWKDWZHJRWURXWWLFNOLQJLQVWHDG³WKDWLVLQVLVWLQJRQDFRRSHUDWLYH
VFKHPHXQGHUZKLFK,ZRXOGGREHWWHU


 5HFLSURFLW\DQGLPSDUWLDOLW\
5DZOVVWUHVVHVHVSHFLDOO\LQKLVODWHUZRUNWKDWWKLVFRQFOXVLRQH[SUHVVHVD
FRQFHSWLRQRIUHFLSURFLW\


	
5HFLSURFLW\KHZULWHV





 6HHHVSHFLDOO\-$)SSDQGDVZHOODV7KHRU\SSDQG3/SS
 
LVDUHODWLRQEHWZHHQFLWL]HQVH[SUHVVHGE\SULQFLSOHVRIMXVWLFHWKDWUHJXODWHD
VRFLDOZRUOGLQZKLFKHYHU\RQHEHQHILWVMXGJHGZLWKUHVSHFWWRDQDSSURSULDWH
EHQFKPDUNRIHTXDOLW\GHILQHGZLWKUHVSHFWWRWKDWZRUOG




7KHSRLQWRIUHFLSURFLW\LVWKDWLQGLYLGXDOV´GRQRWJDLQDWRQHDQRWKHU·VH[SHQVH
VLQFHRQO\UHFLSURFDODGYDQWDJHVDUHDOORZHGµ



1RERG\LVWREHQHILWIURP
FRRSHUDWLRQXQOHVVWKHLUEHQHILWLQJFRQWULEXWHVWRRWKHUFRRSHUDWRUV·EHQHILWLQJWRR
5HFLSURFLW\LVQRWPXWXDODGYDQWDJHKRZHYHUEHFDXVHWREHPRWLYDWHGE\
UHFLSURFLW\LVQRWWREHZKROO\VHOILQWHUHVWHGO\PRWLYDWHG



,WUHTXLUHVLQGLYLGXDOV·
VXSSRUWIRUDGLVWULEXWLRQZKLFKLQVRPHFDVHVJLYHVWKHPOHVVWKDQRWKHUIHDVLEOH
GLVWULEXWLRQVRIWKHVDPHIUXLWVRIFRRSHUDWLRQPLJKW5DZOVDOVRFODLPVWKDW
UHFLSURFLW\LVQRWLPSDUWLDOLW\EHFDXVHLWGUDZVQHYHUWKHOHVVDVDQLGHDORI
LPSDUWLDOLW\GRHVQRWRQWKHLGHDWKDWFRRSHUDWLYHVRFLHW\LVWRWKHDGYDQWDJHRIDOO


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 7KHRU\S



 6HH*LEEDUG´&RQVWUXFWLQJ-XVWLFHµSS5DZOV·VRZQH[SODQDWLRQRIZK\UHFLSURFLW\LV
QRWPXWXDODGYDQWDJHGHSHQGVRQWKHLGHDWKDWLIZHZHUHWRWUDQVSRUWSHRSOHIURPVRPHVLWXDWLRQLQ
ZKLFKWKHGLVWULEXWLRQRIKROGLQJVGLGQRWVDWLVI\KLVRZQWZRSULQFLSOHVLQWRDVLWXDWLRQLQZKLFK
WKH\GLGVRPHZRXOGQRWJDLQVHH3/S%XWLIZHZHUHWRWUDQVSRUWWKHPIURPDVLWXDWLRQLQ
ZKLFKQRRQHKDGDQ\WKLQJLQWRWKH5DZOVLDQVLWXDWLRQHYHU\RQHZRXOGJDLQ7KLVPHUHO\VHUYHVWR
HPSKDVLVHWKDWZHQHHGVRPHFRQFHSWLRQRISULRUKROGLQJVLQRUGHUWRDUWLFXODWHDFRQFHSWLRQRI
PXWXDODGYDQWDJHLWGRHVQ·WVKRZWKDWUHFLSURFLW\LVQ·WPXWXDODGYDQWDJH5DZOVGRHVDSSHDUWR
RIIHUDWWLPHVVXFKDFRQFHSWLRQWKH¶QRDJUHHPHQWSRLQW·RIJHQHUDOHJRLVP6HH7KHRU\S
DQGEHORZ
 
LWLVQRWDOWUXLVWLF
	
7KLVLVLPSRUWDQWEHFDXVHLWUHVWULFWVWKHVFRSHRIWKH
GLIIHUHQFHSULQFLSOH·VHJDOLWDULDQLVPWRWKHFRRSHUDWLQJSDUWLHV1RQFRRSHUDWRUVDUH
QRWRZHGDQ\VKDUHRIWKHIUXLWVRIFRRSHUDWLRQRQJURXQGVRIGLVWULEXWLYHMXVWLFH
,ZDQWQRZWRFRQVLGHUDQREMHFWLRQWRWKHWKRXJKWWKDWWKHLQWXLWLRQVZKLFK
VXSSRUWWKLVLGHDRIUHFLSURFLW\DUHVXIILFLHQWWRVXVWDLQMXVWLFHDVIDLUQHVV7KH
REMHFWLRQFRQFOXGHVWKDWZHPXVWDWWULEXWHVWURQJHULQWXLWLRQVZKLFKVXSSRUWWKH
LGHDORILPSDUWLDOLW\LQVWHDG7KLVLVDVHULRXVREMHFWLRQVLQFHWKHLGHDORI
LPSDUWLDOLW\LVPXFKOHVVSODXVLEO\DWWULEXWHGWRHDFKSHUVRQLQOLEHUDOGHPRFUDWLF
VRFLHWLHV,PSDUWLDOLW\LPSOLHVREOLJDWLRQVDVVWURQJDVWKRVHWKDWZHKDYHWRWKRVH
ZLWKZKRPZHFRRSHUDWHHYHQWRWKRVHZLWKZKRPZHGRQRWFRRSHUDWH,WVHHPV
OHVVOLNHO\JLYHQRXUH[SHULHQFHRIOLIHLQOLEHUDOGHPRFUDWLFVRFLHWLHVWKDWHDFK
SHUVRQDFFHSWVVXFKREOLJDWLRQVDVSDUWRIKHUIXQGDPHQWDOPRUDORXWORRNWKDQWKDW
VKHDFFHSWVLGHDORIUHFLSURFLW\7KHREOLJDWLRQLWVHOILVPXFKVWURQJHUDQGWKH
LQWXLWLRQVRIIDLUQHVVZKLFKZRXOGVXVWDLQLWDUHDOVROHVVSODXVLEOHDVZHVKDOOVHH
6RLWZRXOGEHJRRGWRUHIXWHWKHREMHFWLRQ
7KHREMHFWLRQVWDUWVZLWKWKHLGHDWKDWKRZZHOOLQGLYLGXDOVZRXOGGRLQRWKHU
FRRSHUDWLYHJURXSVPXVWEHIDFWRUHGLQWRWKHTXHVWLRQZKLFKGLVWULEXWLYHLGHDOV
ZRXOGUHFHLYHWKHVXSSRUWRIHDFKSHUVRQ,KDYHVDLGWKDWLWLVDQDVVXPSWLRQRI
WKHLQIRUPDODUJXPHQWWKDWQRVLJQLILFDQWJRRGVFDQEHSURGXFHGZLWKRXW
FRRSHUDWLRQEXWWKDWGRHVQRWPHDQWKDWQRJRRGVFRXOGEHSURGXFHGZLWKRXW
FRRSHUDWLRQDPRQJVSHFLILFDOO\WKHVHLQGLYLGXDOVWKDWLVWKHVHWRIPHPEHUVRID
5DZOVLDQRUOLEHUDOGHPRFUDWLFVRFLHW\DERXWZKLFKZHDUHDVNLQJZKHWKHUMXVWLFHDV

 6HH3/SQDQGDOVR-$)S5DZOVGRHVQRWLQWKHVHSDVVDJHVRIIHUDQ\DUJXPHQWIRU
WKLVKHPHUHO\HQGRUVHV*LEEDUG·VGHIHQFHRIKLPLQ´&RQVWUXFWLQJ-XVWLFHµ7KHH[SODQDWLRQ,RIIHU
LV*LEEDUG·V
 
IDLUQHVVPHHWVWKHDFWXDOFRQWUDFWXDOLVWWHVWFDOOWKDWVHW56RZKDWKDSSHQVZKHQ
ZHIDFWRUWKHSRVVLELOLW\RIDOWHUQDWLYHFRRSHUDWLYHJURXSVFRPSRVHGRIVXEVHWVRI
5LQWRRXUWKLQNLQJDERXWGLVWULEXWLYHSULQFLSOHV"1R]LFNZKRVXJJHVWVWKLVOLQHRI
WKLQNLQJDVSDUWRIDQDUJXPHQWDJDLQVWWKHGLIIHUHQFHSULQFLSOHWKLQNVWKDWVXSSRUW
IRUWKHGLIIHUHQFHSULQFLSOHZLOOEHVHULRXVO\XQGHUPLQHGVLQFHGLIIHUHQFHSULQFLSOH
UHJXODWHGFRRSHUDWLRQDPRQJ5PLJKWQRWEHVHOILQWHUHVWHGO\UDWLRQDOIRUDOO
PHPEHUVRI5FRPSDUHGZLWKPRUHOLPLWHGFRRSHUDWLRQUHJXODWHGE\SULQFLSOHVWR
ZKLFKDOOFDQDJUHH
	 
:HFDQDOVRFRPSDUHGLIIHUHQFHSULQFLSOHUHJXODWHGPRUH
OLPLWHGFRRSHUDWLRQZLWKWKDWDPRQJDOOPHPEHUVRI56RPHPLJKWYHU\
FRQFHLYDEO\GREHWWHULIWKH\ZLWKGUHZIURP5DQGFRRSHUDWHGDPRQJWKHPVHOYHV
	

,QWKHOLJKWRIWKHWURXWWLFNOLQJH[DPSOHLWVKRXOGEHFOHDUWKDWWKHVHQHHGQRW
KRZHYHUEHWKRVHZKRPZHPLJKWGHVLJQDWH¶WKHWDOHQWHG·LQWKHFRRSHUDWLYH
VFKHPHLQZKLFKHYHU\RQHSDUWLFLSDWHV$WWKHYHU\OHDVWVRPHPLJKWEHDEOHLQ
OLJKWRIWKLVIDFWWRQHJRWLDWHEHWWHUWHUPVIRUWKHPVHOYHVLQWKHVFKHPHRI
FRRSHUDWLRQDPRQJDOORI5
6RDOWKRXJKUHFLSURFLW\LVVXSSRUWHGDVDFULWHULRQIRUWKHGLVWULEXWLRQDPRQJ
PHPEHUVRI5RIWKHIUXLWVRIWKHLUFRRSHUDWLRQE\WKHLQWXLWLRQVDERXWIDLUQHVVWKDW
VXVWDLQWKHLQIRUPDODUJXPHQWLW·VQRWFOHDUWKDWIRUVRPHLQGLYLGXDOVWKRVH
LQWXLWLRQVDUHVXIILFLHQWWRJURXQGVXSSRUWIRUWKHFRRSHUDWLYHVFKHPHZKLFK
LQFOXGHVDOOPHPEHUVRI5DVRSSRVHGWRVRPHRWKHUVFKHPHVDOVRUHJXODWHGE\WKH

 6HH$68SS
  (YHQWDNLQJLQWRDFFRXQWWKHSRVVLELOLW\WKDWWKRVHZLWKGUDZQIURPPLJKWDFWDJJUHVVLYHO\WRZDUGV
WKHPDIWHUWKH\KDYHZLWKGUDZQRUDVWKH\DUHZLWKGUDZLQJ*LEEDUGVHHPVWRWKLQNWKDWWKLV
SRVVLELOLW\VKRZVWKDWQRRQHFRXOGZLWKGUDZVHH´&RQVWUXFWLQJ-XVWLFHµSWKRXJKKH
XOWLPDWHO\DGGXFHVIDLUO\VLPLODUFRQVLGHUDWLRQVLQVXSSRUWRIKLVGRXEWVDERXWWKHSODXVLELOLW\RI
MXVWLFHDVIDLUUHFLSURFLW\
 
GLIIHUHQFHSULQFLSOH$PHPEHURI5FDQDFFHSWWKHUHDVRQLQJLQIDYRXURIWKH
GLIIHUHQFHSULQFLSOHDQG\HWUHMHFWSUHFLVHO\EHFDXVHRIWKHVL]HRIWKHVKDUHVWKH
GLIIHUHQFHSULQFLSOHZKLFKVKHDFFHSWVDOORFDWHVKHUFRRSHUDWLYHV\VWHPVLQZKLFK
VKHGRHVOHVVZHOOWKDQVKHPLJKW³LQFOXGLQJWKHVFKHPHRIFRRSHUDWLRQDPRQJDOO
PHPEHUV5
,IWKLVLVULJKWWKHQRQHPLJKWVXSSRVHWKDW5DZOVPXVWGRVRPHWKLQJPRUH
WKDQDWWULEXWHWKHLQWXLWLRQRIIDLUQHVVWRWKHPHPEHUVRIDOLEHUDOGHPRFUDWLFVRFLHW\
LQRUGHUWRFRQFOXGHWKDWHDFKPHPEHUDFWXDOO\DFFHSWVWKHVFKHPHRIFRRSHUDWLRQ
LWVHOI)RUVXUHO\KHQHHGVWRKDYHVRPHWKLQJWRVD\WRSUHYHQWSHRSOH¶VKRSSLQJ
DURXQG·IRUFRRSHUDWLYHVFKHPHVDQGVRWRMXVWLI\QRWRQO\WKHUHODWLYHVKDUHVWKDW
WKHGLIIHUHQFHSULQFLSOHDOORFDWHVWRFRRSHUDWRUVLQDJLYHQVFKHPHEXWDOVR
SDUWLFLSDWLRQLQWKDWVFKHPHDQGWKHUHIRUHWKRVHVKDUHVDEVROXWHO\"
7ZRRSWLRQVPLJKWVHHPREYLRXV7KHILUVWLVWRDWWULEXWHDVWURQJHULQWXLWLRQ
RIIDLUQHVVWRFRRSHUDWRUV7KLVVWURQJHULQWXLWLRQZRXOGLQYROYHVHHLQJWKHPHUH
IDFWRIWKHDUELWUDULQHVVRIWKHGLVWULEXWLRQRIHQGRZPHQWVDQGVXFKJRRGVDVFDPH
WRSHRSOHRWKHUWKDQE\WKHLURZQKDQGDVVXIILFLHQWRQLWVRZQWRJURXQGDGHQLDO
WKDWDQ\RQH·VVKDUHVRIDQ\JRRGVVKRXOGEHXQHTXDO³ZKHWKHUWKH\ZHUHPHPEHUVRI
WKHVDPHFRRSHUDWLYHJURXSRUQRW,QWKDWFDVHFRRSHUDWRUVZRXOGVXSSRUWPRUDO
FRQFHSWLRQVZKLFKHTXDOLVHGWKHVKDUHVRILQGLYLGXDOVLQGLIIHUHQWFRRSHUDWLYH
JURXSVDQGRXWVLGHDQ\FRRSHUDWLYHJURXSVDOLNHDQGLIWKHVHVKDUHVZHUHQ·W
HTXDOLVHGWKH\ZRXOGVHHVKRSSLQJDURXQGIRUFRRSHUDWLYHVFKHPHVDVWU\LQJWRWDNH
DGYDQWDJHRIRQH·VSODFHLQWKHDUELWUDU\GLVWULEXWLRQRIHQGRZPHQWV&RQVHTXHQWO\
HLWKHUWKHUHZRXOGEHQRDGYDQWDJHWREHJDLQHGE\VKRSSLQJDURXQGRUHOVHWKH\
ZRXOGQRWVKRSDURXQGDQ\ZD\7KHVHFRQGRSWLRQLVWRDWWULEXWHQRWDVWURQJHU
IDLUQHVVEDVHGPRWLYDWLRQEXWDNLQGRIVROLGDULW\DPRQJWKHPHPEHUVRI5ZKLFK
ZRXOGOHDGWKHPQRWWRVKRSDURXQGHYHQWKRXJKWKH\PLJKWGREHWWHUE\
 
SDUWLFLSDWLQJLQVRPHRWKHUFRRSHUDWLYHVFKHPH7KHWKRXJKWKHUHLVWKDWDVEHIRUH
HYHU\RQHDFFHSWVUHFLSURFLW\DVWKHFULWHULRQIRUWKHGLVWULEXWLRQRIEHQHILWVRIDQ\
FRRSHUDWLRQEHWZHHQWKHPDOOEXWQRZLQDGGLWLRQZHVWLSXODWHWKDWQRRQHLV
PRWLYDWHGWRORRNWRDQ\RWKHUUHFLSURFLW\JRYHUQHGFRRSHUDWLYHVFKHPHLQWKH
KRSHRILPSURYLQJKHUORW
%XWLQERWKFDVHVDFFRUGLQJWRWKHREMHFWRUWKH5DZOVLDQK\EULGFRQWUDFWXDOLVW
PXVWSUHVXSSRVHPRWLYDWLRQVVWURQJHU\HWWKDQWKRVHWKDWDUHSUHVXSSRVHG
DFFRUGLQJWRP\HODERUDWLRQRIWKHLQIRUPDODUJXPHQW7KRVHSUHVXSSRVHGLQWKH
VHFRQGRIWKHWZRRSWLRQVDUHPRUHRYHUKDUGWRVTXDUHZLWKWKHK\EULG
FRQWUDFWXDOLVWIRXQGDWLRQV,KDYHEHHQRIIHULQJIRUMXVWLFHDVIDLUQHVV7KH
LGHQWLILFDWLRQRIWKHDFWXDOFRQWUDFWXDOLVWWHVWRIOHJLWLPDF\DVDQHFHVVDU\FRQGLWLRQ
RIMXVWLFHDULVHVIURPWKHLGHDWKDWLWZRXOGQRWEHUHDVRQDEOHWRH[SHFWDQLQGLYLGXDO
WRDFFHSWDPRUDOFRQFHSWLRQZKLFKFRQIOLFWVZLWKKHURZQQRUPDWLYH
FRPPLWPHQWVWKHPRYHWRWKHSROLWLFDOSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVDULVHV
IURPWKHLGHDWKDWDOLEHUDOVRFLHW\LVDSOXUDOLVWLFRQHLQZKLFKHYHU\RQHZLOOQRWUDOO\
URXQGDVLQJOHFRPSUHKHQVLYHVHWRIVXFKFRPPLWPHQWV,QGHHGPHPEHUVRID
5DZOVLDQVRFLHW\PD\EHYHU\PXFKRSSRVHGWRRQHDQRWKHU·VPRUDOYLHZVLQPDQ\
UHVSHFWV%XWZHKRSHZLWK5DZOVWKDWMXVWLFHDVIDLUQHVVFDQE\SURFHHGLQJIURP
VKDOORZHUVKDUHGIRXQGDWLRQVRIIHUDEDVLVIRUDSXEOLFVHQVHRIPXWXDOWUXVWDQG
UHVSHFW,IKRZHYHUWKHDFFRXQWRIMXVWLFHDVIDLUQHVV·VSDVVLQJWKHDFWXDO
FRQWUDFWXDOLVWWHVWSUHVXSSRVHVWKHNLQGRIVROLGDULW\DPRQJPHPEHUVRIVRFLHW\
ZKLFKZRXOGSUHYHQWWKHPWKLQNLQJDERXWZKHWKHUWKH\PLJKWGREHWWHUHOVHZKHUH
WKHDSSHDORIMXVWLFHDVIDLUQHVVDVDQHZEDVLVIRUVROLGDULW\LVOLPLWHG6RWKHVHFRQG
RSWLRQLVQRWDWWUDFWLYH
7KLVOHDYHVWKHILUVWRSWLRQ7KLVZDVWRPDNHWKHGLIIHUHQFHSULQFLSOH·V
MXVWLILFDWLRQWRDOOGHSHQGHQWXSRQWKHLUDFFHSWDQFHRIWKHYLHZWKDWSULRUFODLPVWR
 
EHQHILWVKRZVRHYHUDULVLQJDUHWREHGHQLHG7KLVPHDQVWKDWHYHQWKRVHSURGXFLQJ
RUILQGLQJEHQHILWVZLWKRXWFRRSHUDWLRQZRXOGEHGHQLHGDQ\JUHDWHUFODLPWRWKHP
WKDQDQ\RQHHOVH5DZOVRIFRXUVHGHQLHVWKDWDQ\VXFKSURGXFWLRQLVSRVVLEOH
%XWLWDOVRPHDQVWKDWWKRVHSURGXFLQJEHQHILWVWKURXJKFRRSHUDWLRQDUHGHQLHGDQ\
JUHDWHUFODLPWRWKHPWKDQDQ\RQHHOVHLQFOXGLQJWKRVHFRRSHUDWLQJLQRWKHU
VFKHPHV)RUZKHUHDVIDLUQHVVDVUHFLSURFLW\DSSHDOVWRQRQDOWUXLVWLFPRWLYHV³LW
LQYROYHVJLYLQJIDLULHQRWDUELWUDU\GLVWULEXWLRQUHIOHFWLQJUHWXUQWRHDFKRWKHU
ZKHQZHKDYHFRRSHUDWHGIRURXURZQEHQHILW³WKHVWURQJHULGHDRIIDLUQHVVWKDW
ZHDUHFRQVLGHULQJKHUHLQYROYHVJLYLQJIDLUUHWXUQLHQRWDUELWUDU\GLVWULEXWLRQ
UHIOHFWLQJWRHYHU\RQHUHJDUGOHVVRIZKHWKHUWKH\KDYHEHHQLQYROYHGLQDVFKHPHIRU
RXUEHQHILWRUQRW$Q\WKLQJHOVHRQWKLVVWURQJHULGHDRIIDLUQHVVZRXOGEHWRWDNH
DGYDQWDJHRIRQH·VSODFHLQWKHDUELWUDU\GLVWULEXWLRQRIHQGRZPHQWV
7KLVLVWKHFRQWHQWRIWKHLGHDORILPSDUWLDOLW\6RWKHIRUFHRIWKLVREMHFWLRQWR
WKHLQIRUPDODUJXPHQWLVWKDW5DZOVFDQQRWVWRSLQMXVWLI\LQJWKHHJDOLWDULDQLVPRI
WKHGLIIHUHQFHSULQFLSOHDWWKHDWWULEXWLRQRIWKHPRWLYDWLRQRIIDLUQHVVUHTXLUHGWR
HOLFLWDFFHSWDQFHRIWKHLQIRUPDODUJXPHQW7KHLGHDORIUHFLSURFLW\ZKLFKWKLV
PRWLYDWLRQOHDGVLQGLYLGXDOVWRHQGRUVHLVLQVXIILFLHQWWRSUHYHQWLQGLYLGXDOVIURP
VKRSSLQJDURXQGLQWKHZD\GHVFULEHGDERYH+HPXVWVRJRHVWKHDUJXPHQW
DFFHSWWKHLGHDORILPSDUWLDOLW\DQGDWWULEXWHWKHFRUUHVSRQGLQJO\VWURQJHU
FRQFHSWLRQRIIDLUQHVVLQWKHPRWLYDWLRQRI5DZOVLDQLQGLYLGXDOV
%XWWKHREMHFWLRQIDLOV:HDUHLQWHUHVWHGQRWLQLQGLYLGXDOV·FKRLFHVRI
FRRSHUDWLYHVFKHPHEXWLQWKHLUDFFHSWDQFHRILGHDOVIRUWKHUHJXODWLRQRI
FRRSHUDWLRQLQWKHFDVHRIDZKDW5DZOVFDOOVD¶FORVHGVRFLHW\·WKDWLVRQHZKRVH
´PHPEHUVHQWHU«RQO\E\ELUWKDQGOHDYH«RQO\E\GHDWKµ
	
7KDWEHLQJVRZH

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
DEVWUDFWIURPWKHSRVVLELOLW\WKDWDQ\RQHFRXOG¶VKRSDURXQG·IRUDOWHUQDWLYH
VFKHPHVRIFRRSHUDWLRQWKLVLVWKHRQO\RQHSRVVLEOHDQGWKHRQO\DOWHUQDWLYHWREH
FRQVLGHUHGLVRQHRIQRFRRSHUDWLRQDWDOOZKLFKVHFXUHVWKHLGHDWKDWFRRSHUDWLRQLV
IRUWKHJRRGRIDOO7KHFORVHGVRFLHW\DVVXPSWLRQZRXOGLWVHOIEHREMHFWLRQDEOHLI
LWZHUHSDUWRIWKHDUJXPHQWIRULQGLYLGXDOV·DFFHSWDQFHRIMXVWLFHDVIDLUQHVVWKDW
MXVWLFHDVIDLUQHVVZDVWRHDFKSHUVRQ·VDGYDQWDJHFRPSDUHGWRWKHDOWHUQDWLYHV)RU
ZKLOHWKDWLVSODLQO\WUXHZLWKUHVSHFWWRWKHDOWHUQDWLYHRIQRFRRSHUDWLRQDWDOOLW
PLJKWZHOOEHDV1R]LFNVXJJHVWVXQWUXHZLWKUHVSHFWWRDEHQFKPDUNRIWKHVKDUHV
WKDWHDFKLQGLYLGXDOPLJKWJHWLQFRRSHUDWLYHJURXSVRWKHUWKDQ56RPHRIWKH
WKLQJVWKDW5DZOVVD\VLQSODFHVPLJKWOHDGRQHWRVXSSRVHWKDWDEHQFKPDUNRIQR
FRRSHUDWLRQLVRSHUDWLQJDVWKHEDVHOLQHLQDEDUJDLQLQJSURFHVVZKLFKSURGXFHVWKH
GLIIHUHQFHSULQFLSOH)RUH[DPSOHKHVD\VWKDW´ZHFDQLQWHUSUHWJHQHUDOHJRLVPDV
WKHQRDJUHHPHQWSRLQW,WLVZKDWWKHSDUWLHVZRXOGEHVWXFNZLWKLIWKH\ZHUH
XQDEOHWRUHDFKDQXQGHUVWDQGLQJµ
	
%XWWKHVHFRPPHQWVDUHRIIHUHGDV
GHVFULSWLRQRIWKHVLWXDWLRQIDFLQJWKHSDUWLHVLQWKHRULJLQDOSRVLWLRQUDWKHUWKDQD
GHVFULSWLRQRIWKHVLWXDWLRQIRUZKLFKMXVWLFHDVIDLUQHVVDVDZKROHLVFRQVWUXFWHG
	


7KHIXQFWLRQLQWKLVODWWHUFRQWH[WRIWKHLGHDWKDWQRJRRGVDWDOOZRXOGEH
SURGXFHGDEVHQWFRRSHUDWLRQLVQRWWRSURYLGHDEHQFKPDUNIRUWKHSXUSRVHVRI
DVFHUWDLQLQJDQDJUHHPHQWSRLQWLQDEDUJDLQLQJSURFHVVZKLFKHDFKLQGLYLGXDOLV

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 1RWLFHWKDWZKHQ5DZOVGHVFULEHVWKH¶FLUFXPVWDQFHVRIMXVWLFH·DW7KHRU\SSWKH
JHQHUDOLW\RIWKHGLVFXVVLRQVXJJHVWVWKDW5DZOVYLHZVVRFLHW\LQJHQHUDODVDFRRSHUDWLYHYHQWXUHIRU
PXWXDODGYDQWDJHUDWKHUWKDQWKDWKHWDNHVDQ\JLYHQLQVWDQFHRIDVRFLHW\WREHDYHQWXUHIRUWKH
PXWXDODGYDQWDJHRILWVPHPEHUVDVFRPSDUHGZLWKRWKHUSRVVLEOHFRRSHUDWLYHYHQWXUHV
 
FRQFHLYHGDVHQJDJLQJLQ,WLVQRWLQYRNHGDVDSRLQWRIFRPSDULVRQ
		
,WVIXQFWLRQ
LVUDWKHULVWRKLJKOLJKWWKHQHFHVVLW\LQDQ\JLYHQVFKHPHRIFRRSHUDWLRQRIWKH
FRQWULEXWLRQRIDOOWKHFRRSHUDWRUVWRWKHVSHFLILFIUXLWVRIWKDWVSHFLILFVFKHPHRI
FRRSHUDWLRQ
:KHQZHDUHDVNLQJDERXWZKDWZRXOGEHDMXVWGLVWULEXWLRQIRUDJLYHQVFKHPH
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WKHREMHFWFRQFHSWLRQRIVRFLHW\ZRXOGLQGHHGEHPRWLYDWHG³ZRXOGDFFHSWLQWKH
VHQVHZHDUHLQWHUHVWHGLQWKHGLIIHUHQFHSULQFLSOHDVUHJXODWLYHRIWKHLUFRRSHUDWLRQ
6WURQJHUPRWLYDWLRQVZRXOGLQGHHGEHUHTXLUHGLIWKRVHLQGLYLGXDOVZHUHDOVRWR
DFFHSWWKDWWKH\VKRXOGQRWFRQVLGHUWKHLUSURVSHFWVLQDOWHUQDWLYHVFKHPHVRI
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WRDQDFWXDOH[HUFLVHRIHDFKLQGLYLGXDO·VDJHQF\LQRUGHUWRMXVWLI\WKHLPSRVLWLRQRI
QHZQRUPV0RVWDFWXDOFRQWUDFWXDOLVWVDOVRJLYHDQDFFRXQWRIWKHPRUDO
FRQFHSWLRQVROHJLWLPLVHG$PRQJWKHVH¶GXDOFRQGLWLRQ·DQG¶PL[HGFRQGLWLRQ·
DFWXDOFRQWUDFWXDOLVWWKHRULHVDUJXHWKDWDWOHDVWDVSHFWVRIWKHPRUDOFRQFHSWLRQWKDW
WKH\DGYRFDWHRXJKWIRUPRUDOUHDVRQVLQGHSHQGHQWRIWKHDFWXDOFRQWUDFWXDOLVW
SURFHVVRIOHJLWLPDWLRQWREHOHJLWLPLVHGYLDWKDWSURFHVV$QGDPRQJWKHVH¶XQLILHG·
WKHRULHVFODLPWKDWWKHUHOHYDQWDVSHFWVRIWKHPRUDOFRQFHSWLRQWKDWWKH\DGYRFDWH
LVOHJLWLPLVHGSUHFLVHO\EHFDXVHWKRVHLQGLYLGXDOVZKRVHDFWXDODFFHSWDQFHLV
 
QHFHVVDU\DFFHSWWKRVHDVSHFWVRIWKDWPRUDOFRQFHSWLRQIRUWKRVHPRUDOUHDVRQV
7KHUHLV,VXJJHVWHGVRPHWKLQJYHU\VDWLVI\LQJDERXWXQLILHGGXDOFRQGLWLRQDFWXDO
FRQWUDFWXDOLVP,WKHQGLVFXVVHGWKHDFWXDOFRQWUDFWXDOLVWYLHZVRI+REEHV/RFNH
DQG1R]LFNLQWKHFRQWH[WSURYLGHGE\WKLVDQDO\VLVDUJXLQJWKDWWKHHPSWLQHVVRI
+REEHV·VPRUDOEDFNJURXQGLQSDUWLFXODUJLYHVKLVYLHZVRPHRIWKHDWWUDFWLRQRID
XQLILHGGXDOFRQGLWLRQYLHZ
$FWXDOFRQWUDFWXDOLVPKDVDFHUWDLQDSSHDODVDQLQWHUSUHWDWLRQRIWKH
LQGLYLGXDOLVWLFMXVWLILFDWRU\LGHDOLQWKDWLWUHTXLUHVUHDOXQDQLPLW\LQLQGLYLGXDOV·
DFWXDOYLHZV,WUHDOLVHVWKHLGHDOE\UHTXLULQJWKDWWKHEDVLVIRUSURSRVHGPRUDO
FRQFHSWLRQVEHDFWXDOO\DFFHSWHGE\HDFKLQGLYLGXDO8QDQLPLW\LVVRPHWKLQJWKDW
HYHQPRGDOFRQWUDFWXDOLVWVVHHDVDQLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDVZHKDYH
VHHQWKH\VRPHWLPHVVXJJHVWLQGHHGWKDWPRGDOFRQWUDFWXDOLVPLVDSSHDOLQJLWVHOI
EHFDXVHLWLVWKHFORVHVWZHFDQUHDOLVWLFDOO\JHWWRLW+RZHYHUWKDWPD\EHPRGDO
FRQWUDFWXDOLVPDOVRPDQLIHVWVWKHIROORZLQJDWWUDFWLRQZKLFKDFWXDOFRQWUDFWXDOLVP
GRHVQRWLWLVFRQFHUQHGIURPWKHVWDUWWKDWPRUDOFRQFHSWLRQVVKRXOGEHREMHFWLYHO\
MXVWLILDEOHQRWMXVWMXVWLILDEOHLQWKHHYHQFRQVLGHUHGRSLQLRQRIHDFKSHUVRQ
0RGDOFRQWUDFWXDOLVPWKHQKDVLWVRZQDWWUDFWLRQVLQGHSHQGHQWO\RIWKHIDFW
WKDWLWSXUSRUWVWRLQWHUSUHWWKHLQGLYLGXDOLVWLFLGHDO,Q&KDSWHU,DUJXHGWKDWZKDW
PDNHVLWDOVRDQLQWHUSUHWDWLRQRIWKDWLGHDOLVLWVLGHQWLILFDWLRQRIWKH,QGLYLGXDOLVW
5HVWULFWLRQRQUHDVRQVIRUWKHUHMHFWLRQRISURSRVHGPRUDOFRQFHSWLRQV7KLV
UHVWULFWLRQUHTXLUHVWKDWDQ\VXFKUHDVRQVDSSHDOWRDSURSRVHGFRQFHSWLRQ·V
LPSOLFDWLRQVIRUVLQJOHLQGLYLGXDOVDQGQRWWRLPSOLFDWLRQVIRUDJJUHJDWLRQVRI
LQGLYLGXDOVRUWRLPSOLFDWLRQVIRUWKHDFKLHYHPHQWRILPSHUVRQDOYDOXHV7KHUHIRUH
LIWKHDFWXDOFRQWUDFWXDOLVWUHDVRQIRUUHMHFWLRQRIDSURSRVHGPRUDOFRQFHSWLRQ³
QDPHO\WKDWVRPHLQGLYLGXDOGRHVQRWDFFHSWLW³FRQIRUPVWRWKH,QGLYLGXDOLVW
 
5HVWULFWLRQZHPLJKWKROGRXWKRSHRIFRPELQLQJWKHFRPSHWLQJDWWUDFWLRQVRI
PRGDODQGDFWXDOFRQWUDFWXDOLVPLQWRDVLQJOH¶K\EULG·YLHZ
$QGWKLVLVLQGHHGWKHFRUHRIWKHYLHZ,KDYHEHHQGHYHORSLQJWKDWWKHUHLVD
PRGDOFRQWUDFWXDOLVWFDVHWREHPDGHIRUWKHQHFHVVDU\FRQGLWLRQRIMXVWLFH
HPSOR\HGE\DFWXDOFRQWUDFWXDOLVWWKHRULHV7KDWFRQGLWLRQLVDFRQGLWLRQRIDFWXDO
DFFHSWDQFHDQGZHFDQGLVFRYHUDPRGDOFRQWUDFWXDOLVWFDVHIRUWKHFRQVWUXDORILW
WKDW,DUJXHGIRUDWWKHHQGRI&KDSWHULQWKH5DZOVLDQLGHDRIWKHEXUGHQVRI
MXGJPHQWDFFRUGLQJWRZKLFKLQGLYLGXDOVFDQDQGGRIDXOWOHVVO\GLIIHULQWKHLU
VLQFHUHDVVHVVPHQWVRIWKHPRUDODQGHWKLFDOIDFWV%HFDXVHRIWKHEXUGHQVRI
MXGJPHQWLWLVXQUHDVRQDEOHWRH[SHFWDSHUVRQWRDFFHSWDPRUDOFRQFHSWLRQEDVHG
RQDPRUDORXWORRNWKDWVKHGRHVQRWDFWXDOO\HQGRUVH
7KLVK\EULGFRQWUDFWXDOLVWYLHZLVSRWHQWLDOO\YHU\DWWUDFWLYH%RWKDFWXDO
FRQWUDFWXDOLVPDQGPRGDOFRQWUDFWXDOLVPKDYHDVZHKDYHVHHQVWURQJDSSHDODV
LQWHUSUHWDWLRQVRIWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDQGWKHK\EULGYLHZ
SURPLVHVWRFRPELQHWKHPERWK³HYHQLQGHHGWRUHDOLVHWKHPPRUHIXOO\WKDQ
HLWKHURIWKHWZRDSSURDFKHVGRHVRQLWVRZQ%XWWKHUHDUHFHUWDLQGLIILFXOWLHV7KH
DSSHDORIDFWXDOFRQWUDFWXDOLVPLVFRPSURPLVHGLILWVVFRSH³WKHFRQVWLWXHQF\RI
WKRVHZKRVHDFWXDODFFHSWDQFHLVQHFHVVDU\IRUWKHMXVWLFHRIDPRUDOFRQFHSWLRQ³LV
UHVWULFWHGLQZD\VZKLFKGRQ·WIROORZIURPWKHEDVLVRIUHTXLULQJDFWXDODFFHSWDQFH
LQWKHILUVWSODFH%XWUHVWULFWLRQVEH\RQGWKRVHZKLFKIROORZIURPWKHEXUGHQVRI
MXGJPHQWEDVLVIRUDFWXDOFRQWUDFWXDOLVPDSSHDUWREHMXVWLILHGE\WKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNZKLFKXQGHUOLHVWKHFRQGLWLRQRIDFWXDODFFHSWDQFH)RU
PRGDOFRQWUDFWXDOLVWVKDYHQRUHDVRQWREHFRQFHUQHGZLWKWKHDFWXDODFFHSWDQFHRU
UHMHFWLRQRIDSURSRVHGPRUDOFRQFHSWLRQE\WKRVHZKRGRQ·WDFNQRZOHGJHIXUWKHU
WKHPRGDOFRQWUDFWXDOLVWUHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHV
 
WKDWHDFKSHUVRQFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSW,FDOOHGWKLVWKHSX]]OHRI
VFRSHUHFRQFLOLDWLRQ
0RUHRYHUDPRQJWKRVHZKRGRDFNQRZOHGJHWKLVPRGDOFRQWUDFWXDOLVWUHDVRQ
ZHIDFHDIXUWKHUGLIILFXOW\ZKLFK,FDOOHGWKHDUELWUDULQHVVSX]]OHLIWKH\SULRULWLVH
WKLVUHDVRQDVLWVHHPVWKDWWKH\VKRXOGDQGZKDWVRPHRQHFDQUHDVRQDEO\EH
H[SHFWHGWRDFFHSWLVMXVWZKDWVKHGRHVDFFHSWWKHQZK\ZRXOGQ·WHDFKSHUVRQEH
UHDG\WRDFFHSWDQ\WKLQJLQRUGHUWRUHDFKDJUHHPHQWDQGVRKDYHFRPSOLHGZLWKWKH
UHDVRQWKDWVKHKDVWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHDFKSHUVRQDFWXDOO\
DFFHSWV":K\LVQ·WDOOZHQHHGIRUFRQVHQVXVPHUHFRRUGLQDWLRQ"
'UDZLQJRQ5DZOV·VZRUN,DUJXHGLQ&KDSWHUWKDWZHFDQPHHWWKHVHWZR
GLIILFXOWLHVE\DIILUPLQJDSDUWLFXODUFRQFHSWLRQRIWKHUROHWKDWWKHPRGDO
FRQWUDFWXDOLVWUHDVRQVKRXOGSOD\LQWKHUHDVRQLQJRIWKRVHZKRDFNQRZOHGJHLW
$FNQRZOHGJLQJLWVKRXOGHQWDLODUHDGLQHVVWRUHFRQVLGHUDQGSHUKDSVPRGLI\RQH·V
MXGJPHQWVDERXWWKHPRUDODQGHWKLFDOIDFWV%XWDUHDGLQHVVWRUHFRQVLGHUGRHVQRW
HQWDLODZLOOLQJQHVVWRDEDQGRQRQH·VMXGJPHQWVLQWKHIDFHRIRWKHUV·UHMHFWLRQRI
WKHP,WFUHDWHVDWHQGHQF\WRZDUGVFRQVHQVXVEXWDFRQVHQVXVGHWHUPLQHGE\WKH
UDQJHRIQRQDUELWUDU\VWDUWLQJSRLQWVUDWKHUWKDQE\DUELWUDU\FRRUGLQDWLRQ
7KLVVROYHVWKHDUELWUDULQHVVSX]]OH,WDOVRDOORZVXVWRVLGHVWHSWKHSX]]OHRI
VFRSHUHFRQFLOLDWLRQ)RUZKDWIROORZVIURPWKHIDFWWKDWVRPHRQHPLJKW
UHDVRQDEO\IDLOWRFKDQJHKHUYLHZDWDOOHYHQWKRXJKVKHDFNQRZOHGJHVWKHPRGDO
FRQWUDFWXDOLVWUHDVRQDQGLQFRUSRUDWHVLWLQWRKHUUHDVRQLQJLVWKLV:H³WKH
WKHRULVWV³PXVWDFNQRZOHGJHWKHSRVVLELOLW\WKDWVRPHRQHZKRIDLOVWRDFNQRZOHGJH
WKHPRGDOFRQWUDFWXDOLVWUHDVRQDQGZKRWKHUHIRUHH[FOXGHVKHUVHOIIURPWKHPRGDO
FRQWUDFWXDOLVW·VVFRSHPLJKWHYHQLIVKHZHUHUHDVRQDEOHFRQWLQXHWRDFFHSWDQG
UHMHFWSUHFLVHO\WKHVDPHPRUDOFRQFHSWLRQVWKDWVKHDFFHSWVDQGUHMHFWVQRZ:H
WKHUHIRUHFDQQRWLJQRUHKHUDFFHSWDQFHDQGUHMHFWLRQVLQFHLWLVSRVVLEOHWKDWVKH
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FRXOGUHDVRQDEO\UHMHFWWKHPRUDOFRQFHSWLRQZHSURSRVH6RZHKDYHUHDVRQWR
VHHNWKHDFFHSWDQFHRIHYHQWKRVHZKRDUHSULPDIDFLHH[FOXGHGIURPWKHPRGDO
FRQWUDFWXDOLVW·VVFRSH7KXVWKHUHVWULFWLRQLQWKHK\EULGWKHRU\·VVFRSHZKLFK
WKUHDWHQHGWRXQGHUPLQHLWVDELOLW\WRVKDUHWKHDWWUDFWLRQRIVWUDLJKWIRUZDUGO\DFWXDO
FRQWUDFWXDOLVWWKHRULHVLVQRWDIWHUDOOHIIHFWHG
+DYLQJWKXVGLVWLQJXLVKHGWKHIUDPHZRUNRIDK\EULGFRQWUDFWXDOLVWWKHRU\,
WXUQHGWRDQH[DPLQDWLRQRI5DZOV·VODWHUYLHZVLQRUGHUWRILOOWKLVIUDPHZRUNRXW
LQWRDIXOOHJDOLWDULDQYLHZ,VWDUWHGE\FRQVLGHULQJWKHVWUDWHJ\RISROLWLFDO
FRQVWUXFWLYLVPDVDZD\WRDUJXHWKDWLQGLYLGXDOVLQDSOXUDOLVWLFVRFLHW\VXFKDVWKDW
UHJXODWHGE\MXVWLFHDVIDLUQHVVWKHPRUDOFRQFHSWLRQXOWLPDWHO\DGYRFDWHGE\5DZOV
DFWXDOO\DFFHSWWKDWPRUDOFRQFHSWLRQ,QRWHGWKDWDVNLQJDERXWDFWXDODFFHSWDQFH
LQWKH5DZOVLDQVRFLHW\DQGQRRWKHUWKH¶KHDGILUVW·DSSURDFKH[SUHVVHVRXURZQ
DFFHSWDQFHRIDGXDOFRQGLWLRQDFWXDOFRQWUDFWXDOLVPZHVXSSRVHWKDWMXVWLFHDV
IDLUQHVVLVLQGHSHQGHQWO\ZHOOJURXQGHGEXWWKDWWREHMXVWLWPXVWDOVRSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWVHWE\WKHK\EULGWKHRU\,QLJQRULQJRWKHUPRUDO
FRQFHSWLRQVWKDWPLJKWEHDFFHSWHGZHPDQLIHVWRXUVXSSRVLWLRQWKDWWKHVHZRXOG
QRWSDVVWKHUHJXODWLYHFRQFHSWLRQWHVWWKDWLVSDUWRIDOOGXDOFRQGLWLRQYLHZV,DOVR
QRWHGWKDWWKHKHDGILUVWDSSURDFKEULQJVZLWKLWWKHDGYDQWDJHRIRXUIDPLOLDULW\
ZLWKWKHQRUPDWLYHYLHZVWKDWDUHOLNHO\WREHKHOGE\LQGLYLGXDOVLQWKH5DZOVLDQ
VRFLHW\WRJHWKHUZLWKWKHGLVDGYDQWDJHWKDWLWPXVWUHVSRQGWRDFFXVDWLRQVWKDWWKH
DFWXDOFRQWUDFWXDOLVWWHVWLVPHWRQO\WKURXJKLQGRFWULQDWLRQ
3ROLWLFDOFRQVWUXFWLYLVPUHOLHVRQWKH¶VKDOORZQHVV·RIWKHIRXQGDWLRQVZHFDQ
JLYHWRMXVWLFHDVIDLUQHVV&DOOLQJWKHPVKDOORZH[SUHVVHVWKHIDFWWKDWWKH\DUH
LPSOLFLWLQDQ¶REMHFWFRQFHSWLRQ·RIVRFLHW\DVDIDLUV\VWHPRIFRRSHUDWLRQEHWZHHQ
UHDVRQDEOHLQGLYLGXDOVZKRKDYHWKHLURZQFRQFHSWLRQVRIWKHJRRGWRSXUVXH
UDWKHUWKDQLQWKHGHHSHUIXQGDPHQWDOMXGJPHQWVWKDWZH³WKHWKHRULVWV³HQGRUVH
 
DIWHURXURZQFRQVLGHUDWLRQRIWKHPRUDOODQGVFDSH7KLVIDFWPDNHVLWSODXVLEOHWR
VXSSRVHWKDWWKH\PLJKWEHVKDUHGE\HDFKSHUVRQ0RUHLPSRUWDQWO\WKRXJKLW
FUHDWHVURRPIRUXVWRVXJJHVWWKDWWKH\PLJKWEHWKHIRFXVRIDQ¶RYHUODSSLQJ
FRQVHQVXV·RIGLIIHUHQWFRPSUHKHQVLYHGRFWULQHV,QDQRYHUODSSLQJFRQVHQVXV
HDFKSHUVRQDIILUPVWKHIRXQGDWLRQVRIMXVWLFHDVIDLUQHVVDQGJLYHVWKHYDOXHVWKDW
WKHSROLWLFDOFRQVWUXFWLYLVWHODERUDWHVIURPWKHPQRUPDWLYHSULRULW\RYHUWKHRWKHU
SDUWVRIKHUFRPSUHKHQVLYHYLHZ:K\VKRXOGZHDJUHHWKDWVXFKDFRQVHQVXV
ZRXOGDULVH",FRQVLGHUHGDQXPEHURIUHDVRQVEHFDXVHZHVXSSRVHWKDWSHRSOHLQ
WKH5DZOVLDQVRFLHW\ZLOOFRQFHLYHRIVRFLHW\LQWKHZD\WKDWSHUPLWVWKHSROLWLFDO
FRQVWUXFWLYLVWSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVEHFDXVHZHVXSSRVHWKDWSHRSOHDUH
LQJHQHUDOUHDVRQDEOHDQGVRLQFOLQHGWRUHFRQVLGHUYLHZVZKLFKFRQIOLFWZLWKHDFK
RWKHUZKLFKFUHDWHVDWHQGHQF\WRFRQVHQVXVRQVKDUHGHOHPHQWVEHFDXVHRIWKH
IDFWWKDWWKHYDOXHVDVVRFLDWHGZLWKRXUOLIHWRJHWKHULQVRFLHW\DUHVRLPSRUWDQW
JLYHQWKHLGHDWKDWVRFLHW\LVWKH¶JURXQGZRUNRIRXUH[LVWHQFH·DQGEHFDXVHDV,
ZHQWRQWRDUJXHLQ&KDSWHUWKHFRQFHSWRIIDLUQHVVLQYROYHGLQWKHREMHFW
FRQFHSWLRQDQGZKLFKLVWKHEDVLVRIMXVWLFHDVIDLUQHVV·VHJDOLWDULDQLVPLVPRUH
SODXVLEO\DWWULEXWHGWRHDFKSHUVRQWKDQWKHHJDOLWDULDQLVPLWSURGXFHVPLJKWOHDG
RQHWRH[SHFW7KHVHGRQRWFRQVWLWXWHSURRIVWKDWWKHRYHUODSSLQJFRQVHQVXVZLOO
EHVHFXUHGEXWWKH\JLYHXVJURXQGVIRUKRSH7KLVLVQRWREYLRXVO\DIDXOWZLWKWKH
5DZOVLDQK\EULGYLHZDOODFWXDOFRQWUDFWXDOLVWWKHRULHVUHO\WRVRPHH[WHQWXSRQ
VSHFXODWLRQDQGSUHGLFWLRQVUDWKHUWKDQSURRI*RRGJURXQGVIRUWKHSUHGLFWLRQV
DUHWKHPRVWZHFDQDVN
7KHKHDGILUVWDSSURDFKSURYRNHVREMHFWLRQVWKDWMXVWLFHDVIDLUQHVVFDQSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWRQO\WKURXJKLQGRFWULQDWLRQDV,PHQWLRQHGDPRPHQWDJR
7KHUHPDLQGHURI&KDSWHUDQDO\VHGDQGUHSOLHGWRWKLVREMHFWLRQ,LGHQWLILHGIRXU
IRUPVWKDWLWPLJKWWDNHDQGDUJXHGWKDWHDFKRQHIDLOV7KHK\EULGYLHZGRHVQRW
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UHO\RQDQ\RQH·VKDYLQJIDOVHEHOLHIVRURQDQ\RQH·VIDLOLQJWRWKLQNWKURXJKWKHLU
EHOLHIV)RUWKHEHVWUHDVRQVZHFDQWKLQNRIDUHRIIHUHGLQIDYRXURIMXVWLFHDV
IDLUQHVVDVDUHJXODWLYHFRQFHSWLRQDQGDVRFLHW\RIMXVWLFHDVIDLUQHVVPHHWVWKH
FRQGLWLRQRIIXOOSXEOLFLW\ZKHUHE\WKHVHVDPHUHDVRQVDUHPDGHSXEOLFO\DYDLODEOH
0RUHRYHUWKHK\EULGYLHZGRHVQRWUHO\RQDQ\RQH·VDFWLQJDJDLQVWWKHLURZQ
LQWHUHVWV1RWE\WKHVWDQGDUGVRIMXVWLFHDVIDLUQHVVDVWKHFRQFHSWLRQRISULPDU\
JRRGVDVFLWL]HQV·QHHGVJLYHVXVUHDVRQWRVXSSRVHWKDWDVRFLHW\RIMXVWLFHDV
IDLUQHVVZRXOGQRWEHFRQWUDU\WRFLWL]HQV·LQWHUHVWV$QGQRWE\WKHVWDQGDUGVRI
LQGLYLGXDOV·RZQGLYHUVHFRQFHSWLRQVRIWKHJRRGSUHFLVHO\EHFDXVHLIWKH
RYHUODSSLQJFRQVHQVXVLVVHFXUHGWKHQLQGLYLGXDOVKDYHUHDVRQVVWHPPLQJIURP
WKHLURZQFRQFHSWLRQVRIWKHJRRGWRVXSSRUWMXVWLFHDVIDLUQHVV)LQDOO\WKHK\EULG
YLHZGRHVQRWUHO\RQDQ\RQH·VKDYLQJEHHQEURXJKWXSLQFRQGLWLRQVRWKHUWKDQ
WKRVHLQZKLFKWKH\VKRXOGKDYHEHHQEURXJKWXS)RULQWKHILUVWSODFHWKH
FRQGLWLRQVLQZKLFKLQGLYLGXDOVLQWKH5DZOVLDQVRFLHW\DUHEURXJKWXSDUHDVFORVH
WRLGHDOFRQGLWLRQVRIQRQLQGRFWULQDWLRQDVDQREMHFWRUFRQFHUQHGDERXW
LQGRFWULQDWLRQFRXOGKRSHIRU$QGLQWKHVHFRQGSODFHWKHFRQGLWLRQVXQGHUZKLFK
MXVWLFHDVIDLUQHVVLVUHDOLVDEOHFDQEHUHDFKHGZLWKRXWUHFRXUVHWRWKHVRUWRI
V\VWHPDWLFLQGRFWULQDWLRQWKDWZRXOGOHDGXVWRUHMHFWDWKHRU\LILWZHUHWKHRQO\
PHDQVRIEULQJLQJWKHUHFRPPHQGHGPRUDOFRQFHSWLRQDERXW
7KHILQDOTXHVWLRQWKDW,DGGUHVVHGLQ&KDSWHUZDVFDQZHXVHWKHVWUDWHJ\RI
SROLWLFDOFRQVWUXFWLYLVPWRFRQVWUXFWDQHJDOLWDULDQWKHRU\"7KDW,WDNHLWLVDOVR
SDUWRI5DZOV·VDLPWKRXJKQRWLQLWLDOO\LQWKRVHWHUPVWKURXJKRXWKLVZRUN
&RQVHTXHQWO\,DWWHPSWHGWRUHFRQVWUXFW5DZOV·VDUJXPHQWIRUWKHGLIIHUHQFH
SULQFLSOHDVH[SUHVVLYHRI¶UHFLSURFLW\·LQRUGHUWRVKRZWKDWWKHDVVXPSWLRQVRQ
ZKLFKLWLVEDVHGFRXOGLQGHHGEHHPSOR\HGLQDSROLWLFDOFRQVWUXFWLYLVWSUHVHQWDWLRQ
7KLVPHDQVWKDWLWZRXOGEHSODXVLEOHWRVHHWKHPDVHODERUDWLRQVRIHOHPHQWVLQWKH
 
REMHFWFRQFHSWLRQWKDWHDFKSHUVRQVKDUHV$JRRGWHVWRIWKLVLVWKDW\RXDQG,
FLWL]HQVLQOLEHUDO:HVWHUQGHPRFUDFLHVDQGDPRQJWKHEHVWUHDOOLIHFRXQWHUSDUWVWR
WKHLPDJLQHG5DZOVLDQFLWL]HQILQGWKHDUJXPHQWFRQYLQFLQJ,WULHGWKHUHIRUH
VLPSO\WREULQJRXWWKHPRUDOLQWXLWLRQV³WKHXQIDLUQHVVRIDQ\RQH·VKDYLQJDFODLP
XSRQDJUHDWHUVKDUHRIWKHIUXLWVRIFRRSHUDWLRQMXVWLQYLUWXHRIKHUVXLWHGQHVVWR
WKHFRRSHUDWLYHV\VWHPLQTXHVWLRQJLYHQWKHQHFHVVLW\RIWKHFRQWULEXWLRQRIHDFK
SHUVRQWRWKHSURGXFWLRQRIWKRVHIUXLWV³XSRQZKLFKWKHDUJXPHQWLVEDVHGDQGWR
H[SODLQKRZWKH\VXSSRUWWKHHJDOLWDULDQLVPRIWKHGLIIHUHQFHSULQFLSOH7KHKRSHLV
WKDW\RXWKHUHDGHUZLOOILQGWKLVSODXVLEOH,IVRDQGZHFDQVXFFHVVIXOO\PDNHWKH
VDPHFDVHWRRWKHUVWKHQHJDOLWDULDQK\EULGFRQWUDFWXDOLVWMXVWLFHLVDFKLHYDEOH
0XFKPRUHZRXOGQHHGWREHVDLGIRUDFRPSOHWHMXVWLILFDWLRQRI5DZOVLDQ
OLEHUDOLVPE\DSSHDOWRWKHK\EULGWKHRU\,QSDUWLFXODU,KDYHQRWDGGUHVVHG
5DZOV·VILUVWSULQFLSOHDWDOODQG,KDYHQRWDUJXHGIRUWKHSULPDU\JRRGVPHWULF
EH\RQGH[SODLQLQJKRZLWPXVWEHEDVHGRQ¶DSDUWLDOVLPLODULW\LQWKHVWUXFWXUHRI
FLWL]HQV·SHUPLVVLEOHFRQFHSWLRQVRIWKHJRRG·7KDWLVFRPSDWLEOHZLWKQRQ
UHVRXUFLVWPHWULFVWKRXJK5DZOVKLPVHOIUHMHFWVWKHVH0\DLPKDVEHHQRQO\WR
VKRZKRZHJDOLWDULDQLVPRQZKDWHYHUPHWULFFDQEHMXVWLILHGRQDK\EULG
FRQWUDFWXDOLVWYLHZ


 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ
7KHDFFRXQW,KDYHEHHQGHYHORSLQJRIIHUVDGXDOXQLILHGK\EULGFRQWUDFWXDOLVW
FRQGLWLRQIRUWKHMXVWLFHRISURSRVHGPRUDOFRQFHSWLRQVDQGSURSRVHVWKDWDQ
HJDOLWDULDQPRUDOFRQFHSWLRQFDQPHHWLW0XFKRI&KDSWHUVDQGKDYHEHHQ
GHYRWHGWRH[SODLQLQJKRZWKHVHWZRSDUWVDUHFRQQHFWHGDQGKRZWKHMXVWVRFLHW\
 
DFFRUGLQJWRWKLVDFFRXQWLVFRQQHFWHGZLWKRXURZQ7KLVJLYHVWKHDFFRXQW
SHUKDSVDSHFXOLDUO\HPSLULFDODVSHFWFRQVLGHUHGQH[WWRPDQ\RWKHUFRQWHPSRUDU\
WKHRULHVRIMXVWLFH)HZVXFKWKHRULHVFRQFHUQWKHPVHOYHVZLWKZKDWHDFKPHPEHU
RIVRFLHW\DFWXDOO\WKLQNVDERXWPRUDOPDWWHUVH[FHSWLQGLUHFWO\LQWKHVHQVHWKDWDW
VRPHSRLQWLQDGHPRFUDWLFVRFLHW\DQ\SROLF\PXVWZLQWKHVXSSRUWRIVXIILFLHQW
QXPEHUVLILWLVWREHLPSOHPHQWHG2IFRXUVHWKH\OLNHWKHDUJXPHQWRI&KDSWHU
RIWHQVWDUWIURPLQWXLWLRQVWKDWWKHUHDGHULVSUHVXPHGWRVKDUHDQGLQWKDWVHQVH
VLQFHWKHWKHRULHVDUHDGGUHVVHGWRDQ\RQHZKRUHDGVWKHPWKH\DLPWRVKRZWKDW
HDFKSHUVRQDFFHSWVWKHLUFRQFOXVLRQV%XWWKH\GRQ·WH[SOLFLWO\DVNDERXWWKH
OLNHOLKRRGRIWKHDVVHQWRIHDFKSHUVRQEHVLGHVWKHUHDGHU$QGLQSDUWLFXODUWKH\
GRQ·WH[SOLFLWO\HPSOR\VXFKDVVHQWDVDFULWHULRQRIWKHMXVWLFHRILPSOHPHQWLQJWKHLU
SURSRVDOV(YHQDFWXDOFRQWUDFWXDOLVWWKHRULHVRIMXVWLFHWHQGQRWWREHWKRXJKWRI
DVGLVFXVVLQJDFFHSWDQFHLQWHUPVRISURSRVHGPRUDOFRQFHSWLRQV·ILWZLWK
LQGLYLGXDOV·PRUDOYLHZV5DWKHUWKHSURSRVHGPRUDOFRQFHSWLRQVDUHVDLGWRPHHW
WKHDFWXDOFRQWUDFWXDOLVWFRQGLWLRQEHFDXVHRIWKHOLNHOLKRRGRIFRQVHQWIRUQRQ
PRUDOPXWXDOO\GLVLQWHUHVWHGUHDVRQVE\HDFKSHUVRQ
7KHK\EULGFRQWUDFWXDOLVWDFFRXQWWKHQDVNVDERXWWKHOLNHOLKRRGRIDJUHHPHQW
RQPRUDOIRXQGDWLRQVDPRQJSHRSOHZKRLQPDQ\UHVSHFWVGLVDJUHHIXQGDPHQWDOO\
)XUWKHUPRUHLWDVNVXVWRVSHFXODWHDERXWWKHOLNHO\GHYHORSPHQWRILQGLYLGXDOV·
PRUDOYLHZVXQGHUSDUWLFXODUKLVWRULFDOFRQGLWLRQV7KLVPD\VHHPWRPDNHLWLQ
VRPHZD\VXQSKLORVRSKLFDO7RDFHUWDLQH[WHQWWKLVLPSUHVVLRQLVXQGHUPLQHGE\
GUDZLQJDWWHQWLRQWRWKHZD\VLQZKLFKDQRUGLQDU\SKLORVRSKLFDODUJXPHQWIURP
FHUWDLQLQWXLWLRQVIRUWKHHJDOLWDULDQLVPRI5DZOV·VGLIIHUHQFHSULQFLSOHGRXEOHVXS
LQDGGUHVVLQJLWVHOIWR\RX³DUHDGHULQWKHNLQGRIVRFLHW\LQZKLFKDFFHSWDQFHRI
WKDWDUJXPHQWLVK\SRWKHVLVHG³DVHYLGHQFHIRUWKHHPSLULFDOFODLPDERXWWKH
OLNHOLKRRGRIDFFHSWDQFHWRWKHH[WHQWWKDWLWLVVXFFHVVIXO%XWWRVRPHH[WHQWWKH
 
HPSLULFDODVSHFWLVDQ\ZD\LQNHHSLQJZLWKWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ$VZH
VDZLQ&KDSWHUERWK+REEHVDQG/RFNHVSHFXODWHDERXWKRZOLIHZRXOGEHDQG
ZKDWSHRSOHZRXOGWKLQNXQGHUFRQGLWLRQVSULRUWRDQ\RQH·VDFWXDODFFHSWDQFHLQWKH
VHQVHWKDWLVQHFHVVDU\IRUFLYLOVRFLHW\DVWKH\FRQFHLYHLW+REEHVFDQEHUHDGDV
VXSSRVLQJHLWKHUWKDWHDFKSHUVRQZRXOGVHHNKLVRZQSUHVHUYDWLRQRUWKDWHDFK
SHUVRQZRXOGZDQWDVLWXDWLRQLQZKLFKWKHJHQHUDOREVHUYDWLRQRIWKHODZVRI
QDWXUHZDVJXDUDQWHHGLQHLWKHUFDVHKHZRXOG¶VHHNSHDFH·WKHRQO\ZD\SRVVLEOH
WKURXJKWKHFUHDWLRQRIWKH/HYLDWKDQ/RFNHWRRFDQEHUHDGLQWZRZD\VHLWKHUDV
SURSRVLQJDQHHGIRUVHFXULW\RUDVSURSRVLQJDFFHSWDQFHRIWKHQRUPVRIWKHODZRI
QDWXUHDVWKHEDVLVRILQGLYLGXDOV·DJUHHPHQWWRWKHVRFLDOFRQWUDFW7KHSRLQWRI
WKHVHVSHFXODWLRQVLVWRJURXQGDMXGJPHQWDERXWZKDWSHRSOHGLGDFWXDOO\DFFHSWRU
ZRXOGDFWXDOO\KDYHDFFHSWHGVLQFHWKDWDFWXDODFFHSWDQFHLVDQHFHVVDU\FRQGLWLRQ
RIWKHMXVWLFHRIWKHPRUDOFRQFHSWLRQVEHLQJSURSRVHG7KHSURSRVDOLVKRVWDJHWR
WKHIDFWVDERXWZKDWSHRSOHUHDOO\GLGRUUHDOO\ZRXOGKDYHDFFHSWHGLQMXVWWKHZD\
WKDWWKH5DZOVLDQSURSRVDO,KDYHRIIHUHGLVKRVWDJHWRWKHIDFWVDERXWZKHWKHUZH
GRDFWXDOO\DFFHSWWKHHJDOLWDULDQHODERUDWLRQRILQWXLWLRQVRIIDLUQHVV
7KHK\EULGWKHRU\KDVDGYDQWDJHVRYHUWKH+REEHVLDQDQG/RFNHDQDSSURDFKHV
KRZHYHULQWKHIROORZLQJUHVSHFW7KHLUVSHFXODWLRQVPDNHQRDWWHPSWWRFRQQHFW
ZKDWWKH\VXSSRVHWKDWLQGLYLGXDOVZRXOGKDYHDFFHSWHGZLWKWKHPRUDOSV\FKRORJ\
RIKXPDQVEURXJKWXSVSHFLILFDOO\LQWKHVWDWHRIQDWXUH7KH\GUDZLQVWHDGRQZKDW
WKH\WDNHWREHLPPXWDEOHKXPDQQDWXUH$OWKRXJKRIFRXUVHRXUEHVW
XQGHUVWDQGLQJRIKXPDQQDWXUHPXVWSOD\DSDUWLQRXUH[SHFWDWLRQVDERXWZKDW
LQGLYLGXDOVZRXOGDFFHSWRUQRWLWLVVXUHO\LPSODXVLEOHQHYHUWKHOHVVWRVXSSRVHWKDW
LWLVXQLQIOXHQFHGE\WKHLQVWLWXWLRQVXQGHUZKLFKWKH\KDYHEHHQEURXJKWXS6R
VSHFXODWLRQVDERXWZKDWLQGLYLGXDOVGRRUGRQ·WDFFHSWDUHSURSHUO\DOVRLQIRUPHG
E\NQRZOHGJHDERXWVXFKLQVWLWXWLRQV+HUHWKH5DZOVLDQKHDGILUVWDSSURDFKLV
 
SUHIHUDEOHILUVWEHFDXVHLWWDNHVWKLVLGHDVHULRXVO\FRQFHUQLQJLWVHOIZLWKWKHHIIHFW
XSRQLQGLYLGXDOVWKDWDQXSEULQJLQJXQGHULQVWLWXWLRQVRIMXVWLFHDVIDLUQHVVZRXOG
KDYHDQGVHFRQGEHFDXVHZHKDYHILUVWKDQGNQRZOHGJHRIWKHQRUPDWLYHEHOLHIV
SUHYDOHQWXQGHULQVWLWXWLRQVVLPLODUWRWKRVHRIMXVWLFHDVIDLUQHVV,WLVWKHZRUULHV
DERXWLQGRFWULQDWLRQWKDWWKLVJLYHVULVHWR³QRWDWLVVXHZKHQRQHEDVHVRQH·V
VSHFXODWLRQVXSRQDVVXPSWLRQVDERXWLPPXWDEOHKXPDQQDWXUH³WKDWH[SODLQVWKH
RWKHUHPSLULFDODVSHFWRIWKHYLHZ,KDYHEHHQGHYHORSLQJ$SODXVLEOHDFFRXQWRI
WKHFRQGLWLRQVRILQGLYLGXDOV·DFFHSWDQFHRIMXVWLFHDVIDLUQHVVDVKLVWRULFDOO\SRVVLEOH
YLDSURFHVVHVRWKHUWKDQXSEULQJLQJXQGHULWVLQVWLWXWLRQVJLYHVXVUHDVRQWRJUDQW
WKDWDIRUPRILQGRFWULQDWLRQIRUVHOISHUSHWXDWLRQLVQRWWKHVROHVRXUFHRIWKDW
DFFHSWDQFH
$OORIWKLVJLYHVXV,EHOLHYHRQHZD\RIXQGHUVWDQGLQJ5DZOV·VFRQFHSWLRQRI
SROLWLFDOSKLORVRSK\DQGVSHFLILFDOO\MXVWLFHDVIDLUQHVVDV¶UHDOLVWLFDOO\XWRSLDQ·


-XVWLFHDVIDLUQHVVKHZULWHV´SUREHVWKHOLPLWVRIWKHUHDOLVWLFDOO\SUDFWLFDEOHWKDWLV
KRZIDULQRXUZRUOG«DGHPRFUDWLFUHJLPHFDQDWWDLQFRPSOHWHUHDOL]DWLRQRILWV
DSSURSULDWHSROLWLFDOYDOXHVµ
 
7KHXWRSLDQLVPRIWKHK\EULGDSSURDFKOLHVLQWKH
VWDUWLQJSRLQWRID5DZOVLDQVRFLHW\ZHDVNDERXWLQGLYLGXDOV·RXWORRNVXQGHU
LQVWLWXWLRQVZKLFKDUHQRWWKRVHRIRXUZRUOGDVLWVWDQGV3DUWRIWKHVWRU\DERXW
WKHUHDOLVWLFSUDFWLFDELOLW\RIMXVWLFHDVIDLUQHVVPHDQZKLOHLVWROGE\WKHGLVFXVVLRQV
RILWVVWDELOLW\IRUWKHULJKWUHDVRQV%XWSDUWRILWPXVWDOVREHWROGE\WKHDFFRXQW
RIKRZZHJHWWRXWRSLDIURPZKHUHZHDUH,QWKLVVHQVHDWKHRU\PLJKWEH
UHDOLVWLFDOO\XWRSLDQRQO\ZLWKUHVSHFWWRSDUWLFXODUKLVWRULFDOFLUFXPVWDQFHV+REEHV

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DQG/RFNHFRXOGEHUHDOLVWLFDOO\XWRSLDQIRUSHRSOHLQWKHVWDWHRIQDWXUHEXWWKH\
DUHQRWUHDOLVWLFDOO\XWRSLDQIRUXVQRZ
+REEHVDQG/RFNHDUHLQDQRWKHUZD\QRWUHDOLVWLFDOO\XWRSLDQDWDOOWKRXJK
EHFDXVHDWKHRU\LVUHDOLVWLFDOO\XWRSLDQRQO\ZKHQLWLVZLOOLQJWRSUREHWKHOLPLWVRIWKH
SUDFWLFDEOH7RWDNHKXPDQQDWXUHDVDVWDUWLQJSRLQWZLWKRXWSD\LQJDWWHQWLRQWRLWV
PXWDELOLW\WRWKHUROHRIDPRUDOFRQFHSWLRQDVHGXFDWRU

LVWRFRQFHQWUDWHXQGXO\
RQWKH¶UHDOLVWLF·$OWKRXJK5DZOVLQYRNHV5RXVVHDX·V¶PHQDVWKH\DUHDQG
LQVWLWXWLRQVDVWKH\PLJKWEH·LWZRXOGQRWEHZURQJWRVD\WKDWUHDOLVWLFXWRSLDQLVP
UHTXLUHVXVWRFRQVLGHUERWKPHQDQGLQVWLWXWLRQVDVWKH\PLJKWEH)RUKXPDQ
QDWXUHDVLWLVJLYHVXVVFRSHWRFRQVLGHUWKHGLIIHUHQWZD\VLQZKLFKZHFDQEH
PRXOGHG
7KH5DZOVLDQK\EULGYLHZGLIIHUVIURP+REEHV·VDQG/RFNH·VYLHZVDVZHOODV
WKHLUFRQWHPSRUDU\GHVFHQGHQWV·QRWRQO\LQWKHZD\V,KDYHMXVWGHVFULEHGEXWLQLWV
QRYHOEDVLVIRUWKHUHTXLUHPHQWRIDFWXDOFRQWUDFWXDOLVWOHJLWLPDF\LQWKHILUVWSODFH
8QGHUO\LQJ/RFNH·VDFWXDOFRQWUDFWXDOLVPLVDFRQFHSWLRQRILQGLYLGXDODXWRQRP\DV
ZKDW,FDOOHG¶DXWRQRPRXVOLYLQJ·7KLVH[SODLQVWKHUHTXLUHPHQWRIFRQVHQWIRUWKH
OHJLWLPDF\RIWKHLPSRVLWLRQRQLQGLYLGXDOVRIDPRUDOFRQFHSWLRQFRQVHQW
SUHVHUYHVDXWRQRPRXVOLYLQJEXWDV,DUJXHGLWDOVROHDGVWRDOHVVWKRURXJKJRLQJ
DFWXDOFRQWUDFWXDOLVWFRQGLWLRQWKDQZHPLJKWKRSH)RUWKHFRQFHUQZLWK
DXWRQRPRXVOLYLQJUXOHVRXWDPRUDOEDFNJURXQGLQZKLFKWKHFRQGLWLRQVRIWKDW
DXWRQRPRXVOLYLQJDV/RFNHFRQFHLYHVWKHPDUHQ·WVHFXUH2WKHUZLVHFRQVHQW
FDQ·WSUHVHUYHDXWRQRPRXVOLYLQJ7KHPRUDOEDFNJURXQGRIFRXUVHLVQ·WVXEMHFWWR

 5DZOVVWUHVVHVWKLVIXQFWLRQRIZKDW,·PFDOOLQJDPRUDOFRQFHSWLRQDW3/S1RWHWKDWKHLV
QRWUHIHUULQJWRVSHFLILFDOO\HGXFDWLRQDOSROLFLHVDVVRFLDWHGZLWKDJLYHQPRUDOFRQFHSWLRQ6HH
&KDSWHUVHFWLRQQRWHDERYH
 
WKHDFWXDOFRQWUDFWXDOLVWWHVW+REEHV·VDFWXDOFRQWUDFWXDOLVPPHDQZKLOHFDQEH
UHDGDVPXFKPRUHWKRURXJKJRLQJWKDQ/RFNH·VLQWKLVVHQVHWKHPRUDOEDFNJURXQG
LVQRUPDWLYHO\YLUWXDOO\HPSW\$VDUHVXOWDQ\PRUDOFRQFHSWLRQPXVWSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWLQRUGHUWREHMXVWLILHG%XWLW·VQRWDOWRJHWKHUFOHDUZKDW
WKHJURXQGRI+REEHV·VLPSRVLWLRQRIWKHWHVWLVLQWKHILUVWSODFHKHVLPSO\FODLPV
WKDWREOLJDWLRQVLQFOXGLQJWKHREOLJDWLRQQRWWRH[FHHGWKHERXQGVRIWKHUHVWULFWHG
OLEHUW\WKDWLQGLYLGXDOVKDYHXQGHUWKHVRYHUHLJQFDQDULVHRQO\WKURXJKYROXQWDU\
DFWV7KHLGHDRIWKHEXUGHQVRIMXGJPHQWOHDGVWRDQDFWXDOFRQWUDFWXDOLVWWHVW
ZKLFKKDVDUDWLRQDOHDVFOHDUDV/RFNH·VEXWZKLFKFDQFRQVLVWHQWO\EHDV
WKRURXJKJRLQJDV+REEHV·V,ILW·VUHDVRQDEOHWRGLIIHULQPRUDORXWORRNVDQGVR
XQUHDVRQDEOHWRH[SHFWRWKHUVWRDFFHSWDPRUDORXWORRNWKDWRQHDFWXDOO\DFFHSWV
RQHVHOIEXWWKDWWKH\GRQRWWKHQZHKDYHUHDVRQDFFRUGLQJWRWKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNWKDW,GLVFXVVHGLQ&KDSWHUVDQGWRVHHNDQG
LPSOHPHQWDPRUDOFRQFHSWLRQEDVHGRQIXQGDPHQWDOHOHPHQWVZKLFKQRRQH
DFWXDOO\UHMHFWV7KLVLVDQDFWXDOFRQWUDFWXDOLVWWHVWEXWLWVEDVLVLVQHZZLWK5DZOV
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HJDOLWDULDQLVPZLWKWKHDWWUDFWLRQVRIDFWXDOFRQWUDFWXDOLVP0\DWWHPSWWRGRVRLV
QRWXQLTXH,QUHFHQW\HDUVWKHUHKDVEHHQDUHYLYDORILQWHUHVWLQZKDWKDVFRPHWR
EHNQRZQDV¶OHIWOLEHUWDULDQLVP·ZKLFKDVLWVQDPHVXJJHVWVFRPELQHVWKHDFWXDO
FRQWUDFWXDOLVPLPSOLFLWLQOLEHUWDULDQWKHRULHVVXFKDV1R]LFN·VZLWKWKH
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ZLWKP\RZQDQGWRVD\ZK\,WDNHWKHK\EULG5DZOVLDQYLHZWREHSUHIHUDEOH0\
IXQGDPHQWDOSRLQWLVWKDWOHIWOLEHUWDULDQLVPWKRXJKSUHIHUDEOHWRULJKW
OLEHUWDULDQLVPIURPDQHJDOLWDULDQSRLQWRIYLHZLVQHYHUWKHOHVVQREHWWHUIURPDQ
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LQGLYLGXDOVHOI
RZQHUVKLSDQGHJDOLWDULDQZRUOGRZQHUVKLS7KHFRPPLWPHQWWRLQGLYLGXDOVHOI
RZQHUVKLSLVUHIOHFWHGLQWKHDVVHUWLRQRIDVHWRI/RFNHDQQDWXUDOULJKWVZKLFK
DPRQJRWKHUWKLQJVFUHDWHDQDFWXDOFRQWUDFWXDOLVWWHVWIRUWKHLPSRVLWLRQRIDQ\
PRUDOFRQFHSWLRQEH\RQGWKDWHQWDLOHGE\WKHQDWXUDOULJKWVWKHPVHOYHV/HIW
OLEHUWDULDQVDUHW\SLFDOO\SROLWLFDOYROXQWDULVWV
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FRQFHSWLRQLQYROYHVFRHUFLRQEH\RQGWKDWLQYROYHGLQWKHPDLQWHQDQFHRIRXU
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 )RUDVXPPDU\RIWKHOHIWOLEHUWDULDQSRVLWLRQVHH3HWHU9DOOHQW\QH´/HIW/LEHUWDULDQLVP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3ULPHUµ)RUPRUHGHWDLOHGGHIHQFHVHH+LOOHO6WHLQHU$Q(VVD\RQ5LJKWV0LFKDHO2WVXND
/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\DQG9DOOHQW\QH6WHLQHUDQG2WVXND´:K\/HIW/LEHUWDULDQLVP,V1RW
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/LEHUWDULDQLVP$5HYLHZ(VVD\µDQG´/HIW/LEHUWDULDQLVP2QFH0RUH$5HMRLQGHUWR9DOOHQW\QH
6WHLQHUDQG2WVXNDµDQG0DWKLDV5LVVH´'RHV/HIW/LEHUWDULDQLVP+DYH&RKHUHQW)RXQGDWLRQV"µ
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 /RFNHDQOHIWOLEHUWDULDQVVXSSRVHWKDWHYHQWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWVUHTXLUHVHDFK
SHUVRQ·VDFWXDODFFHSWDQFHLILWLVSHUIRUPHGE\DFRHUFLYHVWDWH%XWWKDWLVEHFDXVHDFRHUFLYHVWDWH
GHULYHVLWVVWDWXVDVVXFKIURPWKHGHOHJDWLRQWRLWRIHDFKSHUVRQ·VQDWXUDOULJKWWRSXQLVK,Q
GHOHJDWLQJKHUQDWXUDOULJKWWRSXQLVKLQWKLVZD\HDFKSHUVRQUHOLQTXLVKHVLW$IWHUGHOHJDWLQJLWVKH
PD\QRWH[HUFLVHLWKHUVHOIDQGPD\EHFRHUFHGQRWWRH[HUFLVHLW7KHUHIRUHVWDWHFRHUFLRQHYHQ
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7KHFRPPLWPHQWWRHJDOLWDULDQZRUOGRZQHUVKLS
PHDQZKLOHLVUHIOHFWHGLQWKHDVVHUWLRQRIHJDOLWDULDQFRQGLWLRQVRQWKHSHUPLVVLEOH
XVHRUDSSURSULDWLRQRIH[WHUQDOWRWKHSHUVRQQDWXUDOUHVRXUFHV
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RZQHGLQFRPPRQRUXQRZQHG6RIRUH[DPSOH¶*HRUJLVWOLEHUWDULDQV·KROGWKDW
´DJHQWVPXVWSD\WKHIXOOFRPSHWLWLYHYDOXHRIWKHQDWXUDOUHVRXUFHVWKDWWKH\
DSSURSULDWHµZLWKWKHSD\PHQWEHLQJVKDUHGLQDQHJDOLWDULDQPDQQHUDPRQJWKH
UHPDLQLQJDJHQWV
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2WKHUVDUJXHWKDWDJHQWVPD\DSSURSULDWHQDWXUDOUHVRXUFHVDV
ORQJDVQRRQHDSSURSULDWHVDVKDUHWKDWLVPRUHWKDQLVFRPSDWLEOHZLWKHDFK
SHUVRQ·VKDYLQJDQHTXDOO\DGYDQWDJHRXVVKDUHZKHUH¶HTXDOO\DGYDQWDJHRXV·LV
XQGHUVWRRGLQOXFNHJDOLWDULDQWHUPV
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6LQFH,DPLQWHUHVWHGLQOHIWOLEHUWDULDQLVPDV
DFRPSHWLWRUWRWKHK\EULGYLHZ,VKDOOUHVWULFWP\IRFXVWRWKRVHOHIWOLEHUWDULDQV
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ZKHQLWLVUHVWULFWHGWRWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWVLQWKHZD\WKDWWKH/RFNHDQLPDJLQHVLV
FRHUFLRQZKLFKLVLQRQHVHQVHEH\RQGZKDWLVLQYROYHGLQWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWV
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LGHDWKDWWKH\DUWLFXODWHDFRQFHSWLRQRILQGLYLGXDOVDVVHOIRZQHUVEXWQRWVRVWURQJDVWRHOLPLQDWH
WKHSRVVLELOLW\RIDOODFWLRQJLYHQWKHDWOHDVWVPDOOFKDQFHLQKHUHQWLQDQ\DFWLRQRIXQIRUHVHHQ
LQIULQJHPHQWRIVXFKULJKWVVHH2WVXND/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\SS
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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$3ULPHUµ¶([WHUQDOWRWKHSHUVRQ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OLEHUWDULDQWKRXJKWRIDZLGHUDQJHRILQWHUSUHWDWLRQVQRWDOORIZKLFKDUHQDWXUDOO\LQFOXGHGXQGHU
WKDWGHVFULSWLRQ6WHLQHUIRUH[DPSOHHIIHFWLYHO\LQFOXGHVJHUPOLQHJHQHWLFLQIRUPDWLRQDVH[WHUQDO
LQWKHUHOHYDQWVHQVH
 9DOOHQW\QH´/HIW/LEHUWDULDQLVP$3ULPHUµS7KLVLVWKHYLHZKHOGE\6WHLQHUDPRQJRWKHUV
 7KLVLV2WVXND·VYLHZ6HH/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\SS
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ZKR´ZLVKWRGHPRQVWUDWHWKDWWKHLUOLEHUWDULDQFRPPLWPHQWVDUHDWOHDVWQHDUO\IXOO\
FRQVLVWHQWZLWKWKHHJDOLWDULDQLVPRISHRSOHVXFKDV5DZOVDQG'ZRUNLQµ


5LJKWOLEHUWDULDQYLHZVVXFKDV1R]LFN·VFDQEHVHHQDVKDYLQJWZRFRUH
FRPSRQHQWV7KHILUVWLVDFRPPLWPHQWWRULJKWVRIVHOIRZQHUVKLSDQGDV*$
&RKHQKDVDUJXHGWKLVLVWKHVRXUFHRIPXFKRIOLEHUWDULDQLVP·VDWWUDFWLRQ7KH
VHFRQGLVDFRPPLWPHQWWR³DWPRVW³RQO\PLQLPDOGLVWULEXWLYHFRQVWUDLQWVRQ
ZRUOGRZQHUVKLS,Q1R]LFN·VSUHVHQWDWLRQRIOLEHUWDULDQLVPLQ$QDUFK\6WDWHDQG
8WRSLDERWKRIWKHVHFRPPLWPHQWVDUHHODERUDWHGVLPSO\DVFRQVHTXHQFHVRIWKH
QDWXUDOULJKWVWKDW1R]LFNWDNHVHDFKSHUVRQWRKDYHLQYLUWXHRIWKHLULQYLRODEOH
PRUDOVWDWXV7KHGLVWLQFWLYHOHIWOLEHUWDULDQPRYHLVWRVHHWKDWDIILUPLQJULJKWVRI
VHOIRZQHUVKLSQHHGLPSO\QRWKLQJZLWKUHVSHFWWRZRUOGRZQHUVKLSDQGKHQFHWKDW
WKHDWWUDFWLRQRIVHOIRZQHUVKLSLVFRPSDWLEOHZLWKHJDOLWDULDQGLVWULEXWLYH
FRQVWUDLQWVRQZRUOGRZQHUVKLS
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+HQFHWKHWZLQOHIWOLEHUWDULDQFRPPLWPHQWV
0\DFWXDOFRQWUDFWXDOLVWDQDO\VLVRIOLEHUWDULDQLVPLQ&KDSWHUVXJJHVWV
KRZHYHUWKDWDQRWKHUVRXUFHRIOLEHUWDULDQLVP·VDWWUDFWLRQPLJKWEHWKHIDFWWKDWWKH
FRHUFLYHLPSRVLWLRQRIDQ\GLVWULEXWLYHFRQVWUDLQWVLQD1R]LFNHDQZRUOGZRXOG
KDYHWREHVXEMHFWWRDQDFWXDOFRQWUDFWXDOLVWWHVW1R]LFN·VPRUDOEDFNJURXQGLV
EURDGO\ODLVVH]IDLUHZLWKUHVSHFWWRZRUOGRZQHUVKLSPRUHRUOHVVDQ\GLVWULEXWLRQRI
ZRUOGO\UHVRXUFHVLVFRPSDWLEOHZLWKLW0RUHRYHUQRSDUWLFXODUGLVWULEXWLRQZRXOG
EHWKHUHVXOWKHWKLQNVRILQGLYLGXDOV·DFWVRIDFFHSWDQFHDJDLQVWWKDWPRUDO
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,UUHOHYDQWµS
 2WVXNDSODXVLEO\VXJJHVWVWKDWLQIDFWVHOIRZQHUVKLSPDLQWDLQVLWVDWWUDFWLRQRQO\LILWLPSOLHV
VXIILFLHQWZRUOGRZQHUVKLSULJKWVWRSUHYHQWDQ\RQH·VEHLQJIRUFHGE\QHFHVVLW\WRZRUNIRUDQ\RQH
HOVH%XWWKLVLQKLVYLHZLVDWOHDVW´FRQWLQJHQWO\µUHFRQFLODEOHZLWKDQHJDOLWDULDQGLVWULEXWLRQRI
ZRUOGO\UHVRXUFHV6HH/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\S
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EDFNJURXQGVLQFHLQKLVYLHZQR¶SDWWHUQHG·RU¶HQGVWDWH·GLVWULEXWLYHSULQFLSOHV
ZRXOGEHDPRQJWKRVHDFFHSWHG%XWKLVDUJXPHQWQHYHUWKHOHVVOHDYHVRSHQWKH
SRVVLELOLW\WKDWDVDUHVXOWRILWVYROXQWDU\DFFHSWDQFHZKLFKFRXOGEHLQSULQFLSOH
LUUHYHUVLEOHDSDWWHUQHGRUHQGVWDWHGLVWULEXWLYHSULQFLSOHFRXOGEHFRHUFLYHO\
LPSRVHGRQLQGLYLGXDOV·KROGLQJV,WZRXOGUHGXFHWKHDWWUDFWLRQRIKLVYLHZDQG
GHPRQVWUDWHKLPWREHOHVVRIDQDFWXDOFRQWUDFWXDOLVWWKDQ,KDYHVXSSRVHGKLPWR
EHLIWKHLPSRVLWLRQRIVXFKSULQFLSOHVZDVSUHYHQWHGE\WKHLQDOLHQDELOLW\RIWKH
ULJKWVRIZRUOGRZQHUVKLSZKLFKIRUPWKHPRUDOEDFNJURXQGUDWKHUWKDQPHUHO\E\
WKHSULQFLSOHV·QRQDFFHSWDQFH
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VHHDVSDUWRIWKHVHOIDVLQVWHDGSDUWRIWKHUDQJHRIZRUOGO\UHVRXUFHV³GRQ·W
HQGRUVHDULJKWRIVHOIRZQHUVKLSLQDQ\IRUPWKDWULJKWOLEHUWDULDQVZRXOG
UHFRJQLVH
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7KHLUVFDQKDUGO\WKHQEHVDLGWREHDUHFRQFLOLDWLRQRIWKHDFWXDO
FRQWUDFWXDOLVPRIOLEHUWDULDQLVPDQGHJDOLWDULDQLVPVLQFHWKHDFWXDOFRQWUDFWXDOLVP
RIOLEHUWDULDQLVPLVQRWVHFXUHGDWDOO7KRVHZKRDUHVXIILFLHQWO\WDOHQWHGLQD
VFKHPHZKLFKLQFOXGHVWDOHQWVLQDQHJDOLWDULDQGLYLVLRQRIH[WHUQDOUHVRXUFHVPD\
IRUH[DPSOHILQGWKHPVHOYHVLQYROXQWDULO\\HWMXVWO\FRHUFHGWREHQHILWRWKHUVE\
HPSOR\LQJWKHLUWDOHQWVDVWKHXSVKRWRIWKHLUHJDOLWDULDQGLYLVLRQGLFWDWHVLQDZD\
WKDWFOHDUO\YLRODWHVWKHSULQFLSOHVRIVHOIRZQHUVKLSDIILUPHGE\ULJKWOLEHUWDULDQV
%XWRWKHUVHQGRUVHDFRQFHSWLRQRIWKHVHOIZKLFKGRHVQ·WVRREYLRXVO\FRQIOLFW
ZLWKWKHDFWXDOFRQWUDFWXDOLVWULJKW<HWHYHQWKHVHPD\IDLOWRVHFXUHWKHDFWXDO
FRQWUDFWXDOLVWDWWUDFWLRQRI1R]LFN·VYLHZ$VZHKDYHVHHQOHIWOLEHUWDULDQVDUH
FRPPLWWHGWRDQHJDOLWDULDQPRUDOEDFNJURXQGZKHUH1R]LFN·VLVODLVVH]IDLUH%XW
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6WHLQHUWUHDWVLQGLYLGXDOV·JHUPOLQHJHQHVDVDQDWXUDOUHVRXUFHDQGWKHUHIRUHVXEMHFW
WRWKHSD\PHQWRIUHQWDVPRUHREYLRXVO\H[WHUQDOQDWXUDOUHVRXUFHVDUH
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LQVRIDUDVWKHGLVWULEXWLYHSULQFLSOHVWKDWWKLVLQYROYHVPD\QRWEHRYHUULGGHQE\
LQGLYLGXDOV·XQDQLPRXVDFWXDODFFHSWDQFHOHIWOLEHUWDULDQVIDLOWRVHFXUHPXFKRIWKH
DFWXDOFRQWUDFWXDOLVWDWWUDFWLRQRI1R]LFN·VYLHZ:KDWWKH\JDLQLQHJDOLWDULDQLVP
WKDWLVWKH\ORVHLQDFWXDOFRQWUDFWXDOLVP7KLVLVQRWWRVD\WKDWOHIWOLEHUWDULDQVDUH
FRPPLWWHGWRLPPXWDEOHHJDOLWDULDQGLVWULEXWLYHSULQFLSOHV7KH\PD\RUPD\QRW
EH%XWWRWKHH[WHQWWKDWWKH\DUHWKH\LPSRVHWKRVHSULQFLSOHVDWWKHH[SHQVHRI
VRPHRIWKHDFWXDOFRQWUDFWXDOLVWDWWUDFWLRQVRIOLEHUWDULDQLVP
,QVRIDUDVWKHOHIWOLEHUWDULDQV·HJDOLWDULDQPRUDOEDFNJURXQGPD\EHRYHUULGGHQ
E\XQDQLPRXVDFFHSWDQFHRIVRPHRWKHUGLVWULEXWLYHFRQFHSWLRQRQWKHRWKHUKDQG
WKH\DUHFOHDUO\QRZRUVHRIILQWHUPVRIDFWXDOFRQWUDFWXDOLVWDOOXUHWKDQ1R]LFNLV
%XWLWUHPDLQVWKHFDVHWKDWWKH\DIILUPDGLVWULEXWLYHFRQFHSWLRQDVSDUWRIWKH
PRUDOEDFNJURXQGRQWKHVDPHIRRWLQJDVWKHULJKWVDJDLQVWEHLQJFRHUFHGLQ
DFFRUGDQFHZLWKDQ\PRUDOFRQFHSWLRQWKDWLVQ·WDFWXDOO\DFFHSWHG7KLVFRQFHSWLRQ
LVFRQVHTXHQWO\QRWVXEMHFWWRWKHDFWXDOFRQWUDFWXDOLVWWHVWWKHOHIWOLEHUWDULDQ·V
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